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PROVINCIAL AFFAIRS 


HUNAN'S ECONOMIC TARGETS FOR 1987 
Changsha HUNAN RIBAO in Chinese 4 Jan 87 p 1 


[Article by staff reporter Li Ningsun [2621 1337 5549]: "The Conferences on 
Provincial Planning, Technical Progress in Enterprises, and Urban Development 
List the Basic Requirements for This Year's Economic Work: Seek Truth from 
Facts, Steadily Move Forward, Increase Res; ts, Keep Up the Spe«ri") 


The principal goals for this year's economic work: 7 percent 
growth in the total output value of industry and agriculture, consisting of 5 
percent growth in the total output value for agriculture and 8 percent for 
industry; 12 percent growth in retail sales of social commodities; 2.9 percent 
increase in total value of wages within the plan of local state-run units. 


[Text] In the second year of the Seventh 5-Year Plan, Hunan should make reform 
the top priority in economic work, further opening up and revitalizing the 
economy. We should continue to adhere to the principles of seeking truth from 
facts and moving forward steadily. On the condition that economic results are 
improved, we should maintain an appropriate rate of development. We should 
work hard to expand the movement for increased production and conservation, 
conserving energy, reducing consumption, and increasing state revermues. These 
were the basic requests made by provincial government leaders at three 
conferences convened in the final 10 days of last month: the three conferences 
dealt with provincial planning, progress in enterprise technology, and urban 
development. 


Hunan fought a victorious battle in 1986. The increasingly far-reaching 
reform of the urban and rural economic system promoted the stable development 
of the economy, alleviating somewhat the discrepancy between the overall 
public demand and supply. Using the 1980 prices as a con tant, it is predicted 
that the total output value for industry and agriculture could be 8.7 percent 
more than in the previous year; the agricultural total output value is 
predicted to have grown by 6.7 percent, while in industry the growth is 
predicted to have been 10 percent. There were also new achievements in 
Hunan's domestic and foreign trade, finance, S & T, education, culture, and 
health. Total retail sales of social commodities are predicted to exceed the 
previous year's by 17 percent, and foreign exchange earnings from exports, 
breaking out of the past few years' stagnation, are predicted to rise about 9 
percent over the previous year. There has been remarkable technical progress 

















‘in enterprises due to the stress on key projects; in 1986 more than 850 
projects in Hunan were due for completion, opening up production of 1000 new 
items. Urban development has concentrated its forces on solving the glaring 
problems in capital construction, improving production, working, and living 
conditions. All of the above have laid the foundation for doing a good job in 
future reforms and economic work. 


At the planning conference, the primary guidelines behind Hunan's plans for 
this year were to work hard at maintaining a basic balance between total 
public demand and supply, and to continue to maintain the stable and even 
development of the national economy. This accords with the overall 
arrangements and requirements of the national plan as linked to the actual 
current conditions in Hunan. Hunan's principal goals in the plan this year 
are: 7 percent growth in the total ut value of industry and agriculture, 
consisting of 5 percent growth in the total output value for agriculture and 8 
percent for industry; the scale of investment in state-held fixed assets 
should basically stay even with the actual amount for last year; 12 percent 
growth in retail sales of social commodities; 2.9 percent increase in total 
value of wages within the plan of local state-run units; the natural growth 
rate of the population should be held to less than 1.0 percent. Many 
conditions favor the realization of the above goals, but there are also many 
difficulties, particularly the shortage of govermment funds, other funds, and 
foreign exchange. People at every level must therefore do very sound work. 
With continued steady increases in the grain yield as a foundation, 
agriculture ‘his year should stress the comprehensive and thorough growth of 
the rural economy, strengthening its ability to cope with future developments. 
Industry should actively adjust the product mix and make an effort to improv: 
the economic results, maintaining an appropriate rate of growth. By adjusting 
the mix of investments, we should ensure the development of key projects in 
energy, transportation, scarce raw materials, agriculture, education, am S & 
T. We should reduce the scale of central distribution of materials and expand 
the market in production materials, achieving overall balance among al) goods 
used by society. We should clear away the obstacles to circulation, Lplement 
the plans for purchases and allocation, and vigorously increase foreign 
exchange earnings through export. We should strengthen S & T and education 
and make appropriate arrangements for culture, health care, physical 
education, and so on. 


This year's work on technical progress in enterprises must stress key project: 
and guarantee results. The previous emphasis on exparciing production capacity 
and increasing output should be changed to an emphasis on raising quality, 
reducing consumption, improving technology, increasing foreign exchange 
earnings through exports, and improving results. Transformation projects 
should not be spread evenly around the province, but should rather stress key 
projects, first concentrating resources on the transformation of large and 
medium-sized enterprises. The 304 large and medium enterprises within Hunan 
are the backbone of the national economy and should be the first to be 
transformed. The transformation of 23 enterprises which last year were slated 
as key national projects should serve as the foundation for the transformation 
of 36 more large amd medium enterprises. 








The main emphasis of this year's urban development work 


is capital 
construction which simultaneously benefits the economy, society, and 
environment. All funds designated for urban development should be concentrated 
on capital construction. Furthermore, work should follow the sequence of 


first, providing for water and sewage; second, building roads; and third, 
providing gas amd heating. This will solve the most pressing probless. 


1 2 9 ] 
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PROVINCIAL AFFAIRS 


HUNAN FULFILLED ECONOMIC TARGETS IN 1986 
Changsha HUNAN RIBAO in Chinese 14 Jan 87 p 1 


[Article by General Office, Hunan Statistics Bureau: “Last Year Hunan Did a 
Fine Job of Completing All Economic Targets") 


[Article] The newest statistics released by the Hunan Statistics Bureau show 
that in 1986 the economic situation in Human was cause for happiness; a good 
job was done in meeting all economic goals; there was considerable growth in 
the rural commodity economy; enterprises continued to gain vitality; and the 
peopie's standard of living was further improved. 


According to statistics at the close of the year, the gross social product for 
Hunan in 1986 was 71,382,000,000 yuan; the total output value for industry and 
agriculture was 57,684,000,000 yuan; the national income was 33,751,000, 000 
yuan; and the total vaiue of domestic production was 38,775,00U,000. The 
above total figures were, respectively, 9.6, 9.7, 8.3, and 9.4 percent above 
those of 1985. At the same time that production was growing, Hunan had 
remarkable success in strengthening macroeconomic management. The scale of 
investment in fixed assets came under control throughout Hunan in 1986. 
Investment by state-run units in capital construction fell 7.3 percent as 
compared to 1985. Markets prospered, both purchases and sales thrived, and 
total retail sales of social commodities reached 20.7 billion yuan, 16.8 
percent more than the previous year. The inflation rate declined, with the 
rise in the retail price index predicted to be within 5 percent. The fine 
growth of the economy has benefitted the living standard. In 1986 the per 
Capita income spent on everyday expenses by residents of cities and towns was 
840 yuan, 23.7 percent more than the previous year. It is predicted that tiv 
per capita net income for peasants will iave grown by about 10 percent over 
the previous year. 


12919 
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PROVINCIAL AFFAIRS 


GONGRE)’ RIBAO ON JIANGSU CITY'S SUCCESSES 
OWO50924 Beijing XINHUA in English 0755 GMT 5 Feb 87 


Text} Beijing, 5 Feb (XINHUA)--The drive to increas«c yroduction and to 
economize has helped make Wuxi City in east China's Jiangsu Pre-vince one of 
China's few cities whose industrial output value reached rmb 2!) billion last 
year, the WORKERS DAILY reported today. 


The city’s industrial output value reached 21.45 billion yuan in 1986, the 
paper said. Electricity, oil, coal, raw materials and funds saved in the 
year were valued at rmb 170 million yuan and thousaiids of other savings pro- 
jects brought in 78 million yuan. 


Early last year, Wuxi's industrial production decreased as a result of a 
shortage o* electricity, funds, price increases of some raw materials and 
lower market demand. To sort out the problems, the city's trade union called 
on the workers to economize and tighten spending in order to increace 
production and revenue. 


Meanwhile, the city undertook projects xo generate 2¢0 million kilowatts of 
electricity and took other measures to make up for the shortage. 


Financial departments of the city raised funds to supply enterprises with 


rmb 1.2 billion yuan in circulating funds more than in the previous yars. » 
9/38 
USU: ¢+020/ 142 








PROVINCIAL AFFAIRS 


SHANGHAI ANNOUNCES CUTBACKS IN EXPENDITURE 
HK260300 Beijing CHINA DAILY in English 26 Feb 87 p 3 
[Article by staff reporter Hu Sigang] 


[Text] Shanghai--Maysc Jiang Zemin yesterday urged all government officials, 
heads of enterprises and citizens to get together on the state's need to 
increase production and income while reducing consumption and expenditure. 


Though the city saw a satisfuctory advancement in many fields in 198, economic 
efficiency was not as good as expected, according to Jiang. Expenditure 
exceeded the budget and massive capital construction went beyond financial 
capability. The mayor warned that there was a large gap in this year's budget 
due to the lack of money. Informed sources said about 1.3 billion yuan would 
be cut from this year's budget. 


The mayor made the remarks at a rally attended by 12,000 government officials 
including the chief executives of large and medium sized enterprises. 


Local citizens are asked to work hard with pooled efforts to ensure a steady 
increase in production. The targets for t! \s year are: gross national product 
increase by 5 percent, total output value of industrial and agricultural pro- 
duction up 4 percent, municipal revenue 5 percent and the value of goods 
purchased for export over 8 percent, while expenditures (except those 
irreducible) will be cut by 10 percent and wages and benefits down 2 percent, 
according to Vice-Mayor Huang Jue. who made a report on the city's economy 

at the rally. 


Of the originally planned investment in fixed assets, 9 percent of the new 
projects will be stopped and 91 percent of the projects under construction 
will be retrenched tu within 2 to 2.2 billion yuan. 


The municipal government will take measures to raise local funds and use more 
overseas investment this year to supplement the governmental investment, 
according to Huang. 











On the capital construction front, the Vice-Mayor said efforts would be 
focused on seven projects, including the new Shanghai railway station, 
diversion works on the upper reaches of the Huangpu River and the tunnel 
under the river at East Yan'an Road. 


Seven industrial projects will be completed and put into operation. They 
include the Yimin Brewery, Hongwen Paper Mill, Chuansha Cement Factory and 
Yaohua Pilkington Glass Co. Ltd. Another 200 key industrial projects are 
expected to complete technical upgrading. 


/9738 
CsO: 4020/142 
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BRIEFS 


IMPROVED MATERIAL SUPPLY, SERVICES--Beijing, 1 Feb (XINHUA)--Beijing's 
cooperation in economic and technological projects and raw material cortracts 
has improved services and supplies in the capital, the PEOPLES DAILY reported 
today. "These 620 projects and 200 agreements involving other provinces, 
totaled 100 million yuan (U.S. $27 million), and have improved the capital's 
raw materials supply and developed its service industry," the report said. 
According to the report, Beijing has built bases in other provinces to supply 
the capital with wheat, pig iron, aluminum, wool, grapes and hops. "Beijing 
has also encouraged other provinces to set up services in the capital," the 
report said, “and estimates show 24 provinces have already opened 330 
businesses in Beijing, involving an investment of 250 willion yuan (U.S. 
$67.5 million)." [Text] [Beijing XINHUA in English 0820 GMT 1 Feb 87 OW] 
/9738 


SHANGHAI LEASES MORE UNDERTAKINGS--Shanghai, 2 Mar (XINHUA)--Shanghai has 
recently started leasing entire enterprises to individuals or groups who 
believe they can make them run better. Shanghai's collective services office 
is responsible for leasing collectively-run retail stores and similarly owned 
small manufacturing plants. According to statistics, 30 percent of the 1,800 
small collective-owned undertakings in Shanghai posted losses or little profit 
last year. The office decided to start leasing the enterprises and people 
with initiative were asked to take up the task. The first 34 leased enter- 
prises include 18 small shops and 16 small factories. The first one who came 
to sign the contract was Li Shaojin, director of a garment factory. He said 
that he did not want to get rich by signing the contract but to break the 

old system and act according to his own plan. The leasing of small loss- 
making enterprises is a major measure taken in China's economic reform. It 
links the result of the management with the income of the manager, so it can 
bring the initiative of the manager into full play. [Text] [Beijing XINHUA 
in English 0901 GMT 2 Mar 87 OW] /9738 


REDUCED CONSUMPTION, SPENDING URGED--Beijing. 26 Feb (XINHUA)--Shanghai's 
government officials, heads of enterprises and citizens are urged to get 
together on the state's need to increase production and income while reducing 
cousumption and expenditure, according to today’s CHINA DAILY. Though the 
city saw a satisfactory advancement in many fields in 1986, economic efficiency 
was not as good as expected, according to Shanghai Mayor Jiang Zemin. 
Expenditure exceeded the budget and massive capital construction went beyond 











financial capability, he said. There was a large gap in this year's budget 
due to the lack of money. Informed sources said about 1.3 billion yuan would 
be cut from this year's budget. Local citizens are asked to work hard with 
pooled efforts to ensure a steady increase in production. The targets for 
this year are: gross national product increase by 5 percent, total output 


value of industrial and agricultural production up 4 percent, iwunicipal 


revenue 5 percent and the value of goods purchased for export over 8 percent, 
while expenditure will be cut by 10 percent and wages and benefits down 2 
percent, the paper said. Of the originally planned investment in fixed 
assets, 9 percent of the new projects will be stopped and 91 percent of the 
projects under construction will be retrenched to within 2 to 2.2 billion 
yuan. [Text] [Beijing XINHUA in English 0817 GMT 26 Feb 87 OW] /9738 
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ECONOMIC STATISTICS 


AVAILABILITY OF STATISTICAL DATA EXPANDS 
0W120935 Beijing XINHUA Domestic Service in Chinese 0223 GMT 11 Mar 87 
[Article by reporter Jiang Zuozhong] 


[Excerpts] Beijing, 11 Mar (XINHUA)--In recent years, more and more 
statistical data have been declassified and made available to users at home 
and abroad by the nation's statistical departments at all levels. Reform 
and opening up are transforming the closed-door situation in China's 
statistical work into an open-door one. 


In the past 30 years or more, the doors of China's statistical departments at 
all levels were basically closed; their statistical data were available only 
to a few departments and relevant personnel. 


With the continuous development of the planned commodity economy, demand for 
statistical data has become more urgent with each passing day. In 1984 the 
State Statistical Bureau clearly stated that there should be an open situation 
with regard to statistical work ard started implementing a policy of serving 
leadership at all levels in decision-making matters as well as the public and 
society at large. Thereafter, the doors of statistical departments, which 

had been closed for so many years, gradually opened and their statistical data 
became available in society. 


At present, under the precondition of protecting state secrets and individual 
privacy, statistical departments at all levels have made their services 
available not only to leading party and government organ), but also to civil 
organizations, schools, research institutes, industrial and commercial enter- 
prises, and urban and rural residents. The statistical departments' 

“products” have become more diversified and standardized. In addition to 
statistical figures, they also provide statistical charts, statistical analyses, 
statistical pamphlets and journals, economic papers, market research informa- 
tion, and so on. Currently more than 90 percent of the statistical data in the 
possession of statistical departments may be released to the public. 


/9738 
CsO: 4006/448 
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FOREIGN TRADE, INVESTMENT 


ZHENG TUOBIN DISCUSSES MEASURE TO BOOST EXPORTS 
OW121937 Beijing XINHUA in English 1551 GMT 12 Mar 87 


[Text] Beijing, 12 Mar (XINHUA)--Chinese foreign trade companies will 
introduce the initiative-based contract responsibility system this year 
in a move for "greater exports and better economic efficiency," Minister 
Zheng Tuobin said here today. 


Zheng, minister of foreign economic relations and trade, said that the move 
is part of the Chinese Government's efforts to ensure the fulfillment of 
the country's 1987 export plan. It is also the "central part" of the 
ongoing drive to increase production and improve cost-efficiency involving 
foreign trade companies, he added. 


Under the responsibility system which combines responsibility and rights 
with interests, the ministry will assign export and cost quotas to its 
subordinate corporations by signing contracts with them, he explained. 


Then the corporations will set sub-quotas on their provincial branches also 
by signing contracts with them. Then the branches will fix specific 
targets on sections and individuals also by signing contracts with them. 


Zheng said, "We're going to reward companies that will meet export targets 
without exceeding cost quotas." 


He urged foreign trade companies to do everything within their power to 

improve management and accounting, reduce inventory and speed up capital 
turnover. He also stressed the importance of promoting processing with 

imported materials and processing with customer-supplied materials. 


In an effort to tighten export controls, foreign trade companies are 
forbidden to vie with one another in purchasing export goods by raising 
prices, the minister said, adding that his ministry has set up a price 
control office. 


/9604 
cso: 4020/139 
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FOREIGN TRADE, INVESTMENT 


LOCAL PREFERENTIAL POLICIES FOR FOREIGN INVESTMENT COMPARED 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese 12 Jan 87 No 3 pp 
36-37; 19 Jan 87 No 4 p 26 


[Article by special reporter: "Local Preferential Conditions Compared; 
Encouraging Foreign Susiness Investment") 


[Text] After China announced the "State Council Regulations Concerning the 
Encouraging of Foreign Business Investment" in October 1986, various 
localities, in accord with actual local conditions, have conscientiously and 
thoroughly put these regulations into effect, successively issuing their own 
specific regulations and measures. So far the following provinces, 
municipalities, autonomous regions, and coastal cities have made 
announcements: Beijing, Guangdong, Fujian, Shanghai, Tianjin, Liaoning, 
Jiangsu, Zhejiang, Shandong, Heilongjiang, Shanxi, Hunan, and Guizhou. Based 
on the available materials, we have collated and compared these announcements. 
The following is provided as a reference, tut due to the limited data at our 
disposal, there may inevitably be omissions and mistakes. 


I Guarantees of the Right to Control] Production and Management. 


The State Council "Regulations" state: within the scope of the approved 
contract, foreign-funded enterprises have the right to formlate production 
and management plans, purchase production materials, and sell products on 
their own; to set wage levels on their own; to determine on their own the 
organizational setup and workforce, and to have the ability to add to the 
workforce or to dismiss workers; and to recruit locally technicians, managers, 
and workers. The specific regulations made by the various areas regarding 
enterprise hiring of workers and setting of product prices are given below: 


Regulations on Foreign Enterprise Autonomy 


Beijing: Enterprise board of directors have tlie right to hire and dismiss 
workers according to actual needs of the enterprise and to the law. Municipal 


labor and personnel departments will provide good service. 


Guangdong: Enterprises may determine the product price themselves. 











Fujian: The enterprise may recruit personnel locally, and it may also recruit 
technical and managerial staff from elsewhere in China and overseas. 
Enterprises which export goods or which are technically advanced (henceforth 
referred to as the "two categories" of enterprises) may set the price 
themselves for products which are sold within China; individual commodities 
for which the state has set a standard price are exceptions to this 


Shanghai: The EDZs are given even greater rights of self-management. 


Jiangsu: 1) Within the limits of the approved contract, enterprises have the 
right to determine for themselves all business activities. 2) The cities of 
Nantong, Lianyungang, Suzhou, Wuxi, Changzhou, and Nanjing have expanded 
jurisdiction of review and approval. 


Zhejiang: Responsible departments may not engage in sending "work teams" to 
the enterprises, setting up "Chinese leadership groups," or similar actions. 


Liaoning: Enterprises are allowed to run and manage the business on their own. 


Shandong: Enterprises have the right to set their own prices on products for 
which there is no price set by the state. 


II Lowering Enterprise Land Use Fees and Other Fees. 


State Council "Regulations" state: 1. With the exception of labor insurance, 
welfare fees, and housing subsidies for Chinese employees, enterprises in the 
"two categories" are exempt from paying all other subsidies that the state 
gives to employees. 2. With the exception of highly developed areas in large 
cities, the land use fees for enterprises in the "two categories" shall be as 
follows: a) 5-7 yuan per square meter per year, when the development fee and 
the usage fee are collected together; b) when the development fee is assessed 
on a one-time basis or when the enterprise itself develops the land, the 
maximum usage fee is 3 yuan per square meter per year, and the local people's 
government may give consideration to waiving payment for a certain period. 3. 
The fees for water, electricity, shipping, and communications facilities 
should be based on the fee level charged local state-run enterprises. 4. 
Local governments are strictly forbidden to charge fees without authorization. 
The specific local regulations lowering the land use fees and other fees are 
given in Table 2. 


Specific Regulations Lowering Land Use Fees and Other Fees 


Beijing: 1) The land use fee for the "two categories" of enterprises will be 
assessed at 5-20 yuan per square meter per year, with the exception of highly 
developed areas within the city; when the land development fee is assessed on 
a one-time basis or when the enterprise develops the land itself, the land use 
fee must not exceed 32 yuan per square meter per year, and in certain 
circumstances the fee may be reduced or waived for a given period of time. 
2) According to regulations, the "two categories" of enterprises do not pay 
anymore the various subsidies given to Chinese workers. Other foreign-funded 
enterprises pay to the state 60 yuan per month per worker for subsidies. 
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Guangdong: Special, preferential policies will be implemented for land use 
fees. 


1. Shenzhen: 1) 1-1.6 yuan per square meter per year for land used in industry 
and storage. 2) For projects using advanced world-level technology, land use 
fees will be waived for 5 years, amd then reduced by haif for the following 3 
years. 3) The land use fee can be waivec for projects where the technology is 
especially advanced. 


2. Guangzhou: The land use fee shall not exceed 2.5 yuan per square meter per 
year, except in highly developed areas. 


Fujian: For completed projects and those with signed contracts, the contract 
will be followed, even though the land use fee level is lower than that in the 
State Council "Regulations." 


1. Xiamen: 1) The coal gas development fee and 5 other fees will be waived. 
2) The land use fee for production-oriented enterprises in the Huli industrial 
zone is 5 yuan per square meter per year. The sale price for land suitable for 
factories and housing and the rent will be reduced by 10 percent, and may be 
paid in installments. 


2. Fuzhou: Foreign-funded enterprises will only be charged the land use rate; 
they will not have to pay other charges for being connected with the 
infrastructure. 


Shanghai: 1) The land use fee for the "two categories" of enterprises will be 
waived for the first 3 years after the enterprise is established, except 
within highly developed areas of the city; from the fourth year on, the charge 
will be 50 percent of the lower stipulated standard, but the maximum payment 
is not to exceed 2.5 yuan per square meter per year. 2) The housing 
supplement, which foreign-funded enterprises were originally required to pay 
to the state, will no longer be paid to the govermment, but should remain with 
the enterprise to supplement the housing funds for Chinese employees. 3) The 
"two categories" of enterprises should be given priority in the supply of 
water, electricity, gas, shipping, and communications facilities needed for 
production and business. They should be charged the same fees as state-run 


enterprises within Shanghai. 


Jiangsu: The land use fee for the "two categories" of enterprises is waived 
for 5 years. 


1. Nantong: Except for highly developed areas, foreign-funded enterprises are 
exempt from land use fees for 4 years from their establishment. In 
development zones the land use fee will be halved. 


Zhejiang: Serious attention should be paid to putting in order the fees 
charged enterprises. It is forbidden to charge high and unauthorized fees. 


1. Ningbo: The land development and use fees for the "two categories" of 
enterprises will be assessed at 5-20 yuan per square meter per year.; in 
development zones it will be 5-6 yuan per square meter per year. 
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Liaoning: Reduction of the land use fee. 






1. Dalian: Reduction of the land use fee, infrastructure fee, and labor fee. 









Qinhuangdao: The comprehensive assessment of development and land use fees 
will begin 2 years after the "two categories" of enterprises enter production; 
the fee will be 2.5 yuan per square meter per year. 









Shandong: 1) Enterprises with advanced technology and those whose exports 
account for more thai 60 percent of their output value in a given year are 
exempt from the land use fee for 5 years. Each locality may extend this 
period as appropriate based on practical considerations. 2) The infrastructure 
fee for foreign-funded enterprises will only consist of the actual 
construction costs of hooking them into the infrastructure. 
































1. Qingdao: Reduction of the enterprise's land use fee and other fees. Surplus 
depreciation of fixed assets will be employed for the "two categories" cf 
enterprises. 


III Preferential Tax Policies for Enterprises 


State Council "Regulations" state: 1. Foreigners investing in the "two 
categories" of enterprises are exempt from the tax on foreign exchange 
transferred out of China when they are transferring their share of profits. 
2. Exporting enterprises, which have come to the end of the stipulated tax 
holiday reducing or waiving their income taxes, may pay half the current tax 
rate if in that year 70 percent or more of their output is exported; 
enterprises in SEZs or EDZs which are in the 15 percent tax bracket may have 
their taxes reduced to 10 percent if they meet the above conditions. 3. 
Enterprises which use advanced technology and which have come to the end of 
the stipulated tax holiday reducing or waiving their income taxes, may have 
their taxes reduced by half for another 3 years. 4. If foreign investors 
reinvest their share of profits in the "two categories" of enterprises in 
China for a period of at least 5 years, all the income tax paid on the 
reinvested portion of profits will be returned to them. 5) With the exception 
of crude oil, product oil, and other products on which there are state 
regulations, export goods are exempt from the standard industrial and 
commercial tax. The specific tax break regulations of each locality on are 
given in Table 3. 


Specific Tax Break Regulations 


Beijing: 1) Upon approval, the local income tax and the income tax on transfer 
of foreign business profits may be reduced or waived for the "two categories" 
of enterprises. The local income tax is waived for those with an annual 
income below 1 million yuan and a sales (business) profit rate of less than 20 
percent. 2) The standard industrial and commercial tax may, upon approval, be 
reduced or waived for the "two categories" of enterprises which produce goods 
for the domestic market and which have difficulty in paying their taxes in the 
initial stages of operation . 3) With the exception of crude oil, product oil, 
and other products on which there are state regulations, export goods produced 








by foreign-funded enterprises are exempt from the standard industrial and 
commercial tax. 


Guangdong: Foreign-funded enterprises do not pay the bonus tax. 


1. Shenzhen: The enterprise income tax is 15 percent for all foreign-funded 
enterprises, and the provisions give even greater preferential treatment to 
the "two categories" of enterprises. The enterprise income tax is waived for 
2 years and reduced by half for 3 years for enterprises with an investment 
exceeding $5 million or those with advanced technology and a relatively long 
turnover period for funds. 2) The export tax is waived for enterprises 
exporting goods. 3) The import tax is waived on equipment and materials needed 
for production and everyday items for personal use. 4) The customs duty is 
waived on raw materials imported to produce exports. 


2. Guangzhou: The "two categories" of enterprises are exempt from all local 
income tax. 


Fujian: 1) Production-oriented foreign-funded enterprises are exempt from the 
profit transfer income tax. 2) The "two categories" of enterprises are exempt 
from local income tax. 3) Foreign-funded enterprises which develop new goods 
that are advanced by Chinese standards and that can replace imports are exempt 
for 2 years from the standard industrial and commercial taxes on production 
and sales. 4) The enterprise income tax will be returned to foreign investors 
for that portion of their share of profits which is donated to Chinese 
charities. 5) Foreign firms which invest in and operate production-oriented 
cooperative ventures or foreign-owned ventures in poor areas of Fujian for 
more than 10 years are exempt from the income tax for the first 2 years in 
which profit is made, and for the following 3 years their tax is reduced iy 
half. 6) For foreign investors which have not set up offices within China but 
which supply funds and equipment to poor areas of Fujian, dividends and other 
income, which are not already tax exempt, will be withheld at half the 20 
percent tax rate. 


Shanghai: 1) The “two categories" of enterprises are exempt from local income 
tax during the period that national regulations exempt them from the 
enterprise income tax. When the above tax holiday is over, the local income 
tax will be waived for 3 more years, followed by 3 years of having taxes 
reduced by half. 2) When enterprises producing exports have reached the end of 
the stipulated period exempting them from local income tax, they may still be 
exempt from the local income tax in years when the value of exports exceeds 70 
percent of the enterprise's output value for that year. 


Jiangsu: For a given period of time the local income tax will be waived and 
reduced by half for the "two categories" of enterprises. 


1. Nantong: 1) The "two categories" of enterprises and energy, transportation, 
and harbor construction projects are exempt from the local income tax for the 
same period that the enterprise income tax is reduced or waived. 2) The local 
income tax will be waived for 3 years and reduced by half for 3 years for 
other foreign-funded enterprises. 3) The local income tax is waived in 
development zones. 
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Zhejiang: Enterprises with real difficulties may request tax reduction or 
exemption by applying to local tax departments, which will resolve each case 
separately. 


1. Ningbo: 1) The “two categories" of enterprises are exempt from the local 
income tax for 5 years. 2) Those whose exports account for more than 70 
percent of their output will be exempt for 7 years. 


Shandong: 1) Exportino enterprises are exempt from local tax for 7 years. 2) 
Enterprises with advanced technology are exempt fram local income tax for 8 


years after entering production and becoming profitable. 


Liaoning: 1) Enterprises in the EDZ which export goods or use advanced 
technology and which have come to the end of the stipulated tax holiday 
reducing or waiving their entervrise taxes, may have their taxes reduced by 
half for another 3 years. 2) Joint ventures which are jointly managed for more 
than 10 years are exempt from local income tax for the first 2 years, and from 
the third to the eighth year local income tax is reduced by half. 3) The "two 
categories" of enterprises and energy, transportation, and other enterprises 
are exempt from local income tax for the first 5 years, and pay half the local 
income tax for the sixth through the eighth years. 


IV Improving the Supply of Production Materials. 


The State Council "Regulations" state: The “two categories" of emterprises are 
to be given preference in being supplied with the water, electricity, 
shipping, and communications facilities needed for production and business. 
The relevant measures of various areas for improving the supply of production 
materials are given in Table 4. 


Specific Measures for Improving the Supply of Production Materials 


Beijing: 1) The materials which enterprises need for construction and 
production will be included in the material supply plan of the responsible 
bureau. 2) Establish a Municipal Foreign-Funded Enterprise Material and 
Equipment Supply Company . 


Guangdong: Continue to set up materials markets which are also open to 
foreign-funded enterprises. 


Fujian: When the raw and supplementary materials, original equipment, spare 
parts, and components needed by foreign-funded enterprises for construction 
and production are included in the plan, these needs will be considered on the 
same basis as those of state-run enterprises; the enterprise can pay the 
export FOB price for materials bought in China with foreign exchange. 


Shanghai: Establish foreign investment enterprise supply service 
organizations, and improve the supply of raw materials. 

Tianjin: The Municipal Foreign Investment Enterprise Administrative Service 
Center is responsible for supplying materials to foreign-funded enterprises. 
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Jiangsu: Set up a foreign-funded enterprise service and supply organization. 


Liaoning: They are to be treated like local state-run enterprises; priority 
should also be given to supplying materials that foreign-funded enterprises 
need for normal production and business. 


Shandong: The “two categories” of enterprises will be given priority in the 
supply at reasonable prices of whatever necessary production and business 
materials Shandong is able to provide. When the supply is insufficient, the 
enterprise can meet its needs through imports. 


V Help in Solving Financial Probless. 


The State Council “Regulations” state: 1. Following evaluation by the Bank of 
China, the “two categories” of enterprises will be given priority in the 
lending of short-term circulating funds and credit funds needed during 
production and marketing. 2. Other banks specified by the Bank of China and 
the People's Bank of China may perform foreign exchange mortgage services an 
make rerminbi loans to foreign-funded enterprises. The measures of various 
areas to help solve financial problems are seen in Table 5. 


Measures to Help Solve Financial Problems 


Beijing: 1) Upon approval, outside loans may be sox":t by the “two categories” 
of enterprises which have definite financial problems. 2) The scale of fixed 
assets, Credit quotas, and circulating financial credit quotas for the Chinese 
partner in foreign-funded enterprises are included in the annual national 
economic plan. 


Guangdong: Help solve provide funds for short-term loans. 

Fujian: 1) Provide renminbi through a variety of channels to foreign-funded 
enterprises. 2) Foreign exchange on hand or fixed assets can be mortgaged to 
the bank in return for rerminbi loans. 


Shanghai: The "two categories” of enterprises will be given preference for 
short-term circulating funds and credit funds. 


Jiangsu: Within the loan quotas, the bank will preferentially grant matching 
funds, Circulating funds, and temporary turnover funds to the Chinese partner. 


Zhejiang: The Hangzhou branch of the Bank of China grants circulating funds 
upon application to the main brarch. 


Liaoning: Priority given to arranging capital stock funds for the Chinese 
partner in foreign-funded enterprises. 


Shandong: The “two categories" of enterprises may practice progressive surplus 
depreciation of fixed assets. The amount of depreciation can be used to repay 
loans for technical measures. The rate of surplus depreciation is fixed at: 
buildings 15 percent, machinery and equipment 20 percent, vehicles and 
electronic instruments 30-40 percent. 











VI Help Balance Foreign Exchange. 


The State Council "Regulations" state: Under the supervision of foreign 
exchange management departments, foreign-fiinded enterprises may transfer 
foreign exchange among themselves to deal w:th surpluses and shortages. The 
specific measures of the various areas are seen in Table 6 


Specific Measures to Help Balance Foreign Exchange 


Beijing: 1) Under the supervision of foreign exchange control departments, 
foreign-funded enterprises may transfer foreign exchange among themselves. 2) 
Following approval, products made by foreign-funded enterprises may replace 
those which Beijing must import when the quality and standards are guaranteed. 


Guangdong: Products of foreign-funded enterprises which reach the standard of 
Similar imports will be bought by domestic customers with foreign exchange; 
such products will no longer be imported. 


Fujian: 1) Foreign-funded enterprises may, following approval, use overseas 
markets to sell domestic products which are not centrally managed by the state 
and which do not require export quotas and export permits, thereby achieving 
overall compensation. 2) Following approval, domestically sold products which 
replace imports may be used by the approving organization to settle foreign 
exchange imbalances. 


Shanghai: Set up a foreign exchange transfer mechanism which, under the 


supervision of foreign exchange management departments, will enable foreign- 
funded enterprises to transfer foreign exchange among themselves. 


Liaoning: Each city may, within its means, transfer some of its own local 
foreign exchange to help foreign-funded enterprises facing temporary 
difficulties in balancing foreign excharce. 


Shandong: The province and local cities and prefectures may transfer some of 
their foreign exchange to help enterprises with advanced technology which for 
a short period of time have been unable to balance their foreign exchame. 


VII Improve Official Efficiency. 


The State Council "Regulations" state: 1. In accord with the enterprise's 
annual export plan, a foreign-funded enterprise which exports products 
requiring an export permit may apply for a permit every half a year. 2) An 
import license is not required for machineiy, equipment, vehicles used in 
production, raw materials, fuel, miscellaneous parts, spare parts, components, 
original equipment, ari sets of equipment, when such imports (including those 
limited by the state) are necessary for the fulfillment of the export 
contract. 3) The responsibile departments of the State Council must make a 
decision, within 3 months from receipt of the complete text, on whether to 
approve foreign-funded enterprise agreements, contracts, and rules. The 
specific measures for each area are in Table 7. 

















Measures to Improve Official Efficiency 


Beijing: Within one month of receipt of the text, a decision of whether to 
approve must be made separately for project recommendations, feasibility 
studies, agreements, contracts, and rules. 


Guangdong: The decision whether to approve a project must be made within 2 
months of the receipt of the text. 


Fujian: 1) Set up a foreign-funded enterprise service company. 2) Each 
provincial deparment will decide within 2 months whether to approve enterprise 
agreements, contracts, and rules. 


1. Xiamen: 1) A response will be made within 1 month on foreign-funded 
enterprise agreements, contracts, and rules. 2) The industrial-commercial 
administrative and management bureau will respond within 7 days of receipt of 
the application for registration or change of registration. 3) Tax departments 
will respond within 15 days to applications for tax waivers or reductions. 4) 
Set up a foreign-funded enterprise service company, engineering and technology 
consultant company, and a material supply company. 


2. Fuzhou: 1) Agreements, contracts, and rules for foreign-funded enterprises 
will be responded to within 1 month. 2) The industrial-commercial 
administrative and management bureau will respond to requests for registration 
within 10 days. 3) Set up a material supply and service company and a foreign 
economic relations and trade consultancy company. 


Shanghai: Decisions of whether to approve project recommendations, feasibility 
studies, contracts, and rules will be made within 30 days. The certificate of 
approval will be issued within 10 days. 


Tianjin: Establish a foreign investment administrative service center’, and 
make plans to set up a foreign investment enterprise material supply and 
service company. 
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FOREIGN TRADE, INVESTMENT 


SHENZHEN MAYOR LI ON INCREASED EXPORTS 

OW131116 Beijing XINHUA in English 0737 GMT 13 Mar 87 

[Text] Beijing, 13 Mar (XINHUA)--Shenzhen leads China's four special 
economic zones in exports, by showing an export value of U.S.$670 million 


in 1986, today's ECONOMIC DAILY reported. 


Over 70 percent of the zone's 400 export products were manufactured in 
Shenzhen, the paper said. 


According to Li Hao, mayor of Shenzhen, in recent years the zone has 
implemented 10 steps to increase exports, which include: 


--processing raw materials and partially-processed products from other 
provinces; 


--processing materials supplied by foreign customers; 


--introducing more name brand high-quality products manufactured in other 
regions; 


--producing goods now in demand on the international market; 
--developing the building materials, food and beverage industries; 
--developing more new products; 


--attracting more foreign investors to run enterprises in the zone, which 
offers cheap labor and a good location; 


--acquiring the latest international technological and marketing information 


by sponsoring trade fairs and exhibitions; 


-~-building more aquatic production bases to increase exports of fresh fish 
to Hong Kong; and, 


--expanding tourism. 


/9604 
CSO: 4020/139 
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FOREIGN TRADE, INVESTMENT 


JIANGSU REGULATIONS IMPROVE INVESTMENT ENVIRONMENT 
OW141118 Beijing XINHUA in English 0724 GMT 14 Mar 87 


[Text] Nanjing, 14 Mar (XINHUA)--New regulations are giving foreign 
investors in east China's Jiangsu Province more favorable treatment to 
further improve the investment environment, provincial media here reported. 


Provincial newspapers Friday carried the full texts of two sets of regula- 
tions that the Standing Committee of the Provincial People’s Congress 
passed for the purpose. 


"Regulations on labor in enterprises with foreign investment in Jiangsu 
Province” and "regulations on use of land by enterprises with foreign 
investment in Jiangsu Province" have spelt out in greater detail the 
treatment of such enterprises, said provincial officials. 


According to the new regulations on labor, foreign enterprises have total 
decision-making power in drawing up production plans, hiring and firing 
employees, and negotiating with them on their pay and other benefits. 


The regulations on the use of land give foreign enterprises total power in 
deciding how to develop the land after they have obtained the rights to 
its use. 


Enterprises employing advanced technology or producing for export can 
enjoy tax concessions for the use of land for 5 years, and for another 

5 years starting from the sixth year they can pay for the use of land at 
half the lowest prices set by local governments of cities where the 
enterprises are located. 


Other foreign enterprises can pay for the use of land at half the lowest 
prices for 5 years starting from the year obtaining the right. 


Tax can be totally exempted for a designated period of time for the use 

of land for development projects in agriculture, forestry, animal husbandry 
and fisheries, for co-investment and cooperation projects with rural enter- 
prises, for transportation, energy and other infrastructural projects, for 
enterprises that use land by reclaiming polders, reclaiming new land by 
filling in sea areas and developing wasteland. Tax can be totally exempted 
and development fees deducted for the use of land for projects in education, 
culture, science and technology, health and other non-profit projects. 


The new regulations also give detailed stipulations on the rights and 
interests of Chinese employees. 
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FOREIGN TRADE, INVESTMENT 


GOVERNOR GU XIULIAN SAYS EXPORTS TO BE DEVELOPED 
OW180832 Beijing XINHUA in English 0821 GMT 18 Mar 87 


[Text] Beijing, 18 March (XINHUA)--Centering their efforts on eight cities, 
Jiangsu province will vigorously develop its exports and bring its rural 
enterprises up to international standards, the INTERNATIONAL BUSINESS reported 
today. 


The province has rich potential resources for export, the paper quoted 
provincial governor Gu Xiulian as saying. The province spent 7.1 billion yuan 
buying commodities for export in 1986 while earning foreign currency of some 
1.7 billion U.S. dollars. This amount accounts for only 5 percent of total 
industrial and agricultural output value of the province which is the leader 
among China's 29 provinces. 


In order to earn 3 billion U.S. dollars by exporting during the current 
Seventh 5-Year Plan period, the governor said the province is to set up export 
bases in light industrial, textile products and silk products in the cities of 
Suzhou, Wuxi, Changzhou economic development zones, Nantong and Lianyungang. 


These cities are mostly agriculture and industry centers. They earned 1.2 
billion yuan in foreign currency from exports in 1986, making up 70 percent of 
the province's total. 


With an approval of the Ministry of Foreign Economic Relations and Trade, 
Wuxi, Changzhou and Nantong have been given powers to control their own 
exports, she said. 


Meanwhile, the province will make greater efforts to help rural enterprises to 
develop foreign trade, she said, adding provincial officials attached 
importance to enterprises with foreign investment. 


There were 118 joint ventures involving some 100 million U.S. dollars. But 
export commodities made by all enterprises with foreign investment only earned 
10.65 million U.S. dollars. 


The province will focus on exporting complete sets of machines and native and 
aquatic products. 


/12913 
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FOREIGN TRADE, INVESTMENT 


LIAONING TO P'JILD MORE EXPORT-ORIENTED PLANTS 


0W180931 Beijing XINHUA in English 0922 GMT 18 Mar 87 P 
[Text] Shenyang, 18 March (XINHUA)--Northeast China's Liaoning province has 
decided to build another 100 export-oriented factories and bases in order to 
ensure an increase of 15 percent in export earnings over 1986 to reach 1.3 
billion U.S. dollars in 1987. 


The new export production factories and bases will mainly produce electrical 
and machinery products, agricultural and sideline produce, aquatic products 
and medicines instead of only native and special products as the province did 
in the past. 


The province now has 206 factories and centers for producing textiles, cereals 
and oils, silk, arts and crafts, hardware and minerals, metallurgical 
products, native produce, animal by-products and machinery for export. They 
produced 6.62 billion yuan worth of export goods in 1986 and exported goods 
worth 3.03 billion U.S. dollars, not including petroleum exports. 


To further boost the province's exports, the provincial government promised to 
allow export-oriented factories to retain a larger proportion of foreign 
exchange earned from their exports. In addition, banks will provide priority 
loans and investment in building projects to produce traditional export 
products in bulk and provide information to direct their production and 
development of new products. The provincial government also allows such 
enterprises to process imported materials to expand exports. 


The province hopes to attract foreign investment worth 500 million U.S. 
dollars which will be pumped into 200 projects this year. A 100 million U.S. 
dollars will be used to import advanced technology. The province plans to 
hold an investment symposium in September this year to attract foreign 
investors. 


/12913 
cso: 4020/141 


24 














FOREIGN TRADE, INVESTMENT 


BRIEFS 


FOREIGN INVESTMENT INCREASING--Beijing, 18 March (XINHUA)--In the first two 
months of this year, Shanghai pulled in 20 times as much foreign capital as in 
the same period of last year, the Beijing-based INTERNATIONAL BUSINESS 
reported today. The additional foreign investment totalled 110 million U.S. 
dollars, with 60 percent going to industrial production projects, the paper 
said. According to the report, the success followed the municipal 
government's issuing of local regulations to improve investment conditions in 
accordance with the state council's “Provisions For The Encouragement Of 
Foreign Investment” published last October. [Text] [Beijing XINHUA in 
English 1232 GMT 18 Mar 87 OW] /12913 


U.S.-STANDARD APPLIANCES URGED--Shenzhen, 23 March (XINHUA--A seminar on 
spreading U.S. underwriters laboratories (UL) standards was opened in Shenzhen 
Special Economic Zone today to promote export of Chinese machinery and 
household electric appliances to U.S. Several hundred Chinese entrepreneurs 
from all over China attended today's meeting, which was sponsored by the 
Chinese import and export commodity inspection administration. By the end of 
last year, 92 export-oriented enterprises--mostly in Shenzhen--had adopted UL 
standards in manufacturing 150 products including TV sets, tape recorders, 
alarm radios, telephones and electric fans. The administration has opened 
five inspection centers in Beijing, Shanghai, Guangzhou, Dalian and Shenzhen 
since it signed a contract with UL of the United States in 1980. [Text] 
[Beijing XINHUA in English 1620 GMT 23 Mar 87 OW] /12913 
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ECONOMIC ZONES 


LIAONING'S DANDONG PREPARED TO OPEN TO OUTSIDE 
OW141252 Beijing XINHUA in English 1034 GMT 14 Mar 87 


[Text] Beijing, 14 Mar (XINHUA)--Dandong, China's largest border city, 
in Liaoning Province, has completed all necessary preparations for opening 
to other parts of the world, local officials said today. 


This Yalu River city will become one of the second group of Chinese cities 
to be opened wider to the rest of the world. The first group of 14 
coastal cities includes Dalian also in Liaoning, Tianjin, Shanghai and 
Guangzhou. 


Over the past 2 years, the city has imported 130 items of technology to 
upgrade its existing enterprises as part of its effort to prepare itself 
for the opening program. 


Four Sino-foreign joint ventures--a hotel, a taxi company, a food processing 
factory and a jewellery shop--are now operational in Dandong. They all 
enjoy the same preferential terms as ventures in the cities with greater 
authority over foreign investment and trade. 


Furthermore, the city now has 164 export-oriented factories, compared to 
80 two years ago. Some 140 kinds of Dandong-made commodities are exported 
to 80 countries, and Hong Kong and Macao. 


The city authorities have also done their utmost to speed up construction 
of 10 infrastructure facilities centering on the Dandong port to pave the 
way for the opening program, officials said. 


A deep-water berth for ships of 10,000 dwt is scheduled for completion by 
the end of this year. The port's first-phase construction is in full 
swing. Six more berths, including four for vessels of 10,000 dwt, are 
planned in the second phase. 


Moreover, an airport has been built to accommodate medium-sized airliners 
and installation of program-controled switchboards with a combined capacity 
of 10,000 lines is nearing completion. The Dandong Marine Shipping Company 
opened a route to Japan last year. 


Dadong, which administers four suburban counties, has verified deposits of 
50 minerals, including lead, zinc, magnesium, gold, copper, boron and 
marble. Its boron reserves and output both account for 70 percent of 
China's total. 


/9604 
CSO: 4020/139 26 








ECONOMIC ZONES 


SHENZHEN OFFICIAL ON EXPANDING EXPORT PRODUCTION 
OW132040 Beijing XINHUA in English 1637 GMT 13 Mar 87 


[Text] Shenzhen, 13 Mar (XINHUA)--Cooperation with firms in other parts 
of China is an effective way for the Shenzhen Special Economic Zone, 
Guangdong Province, to expand export-oriented industrial production. 


Addressing a meeting on industrial production that opened here today, 
Shenzhen Deputy Mayor Zhu Yuening said that Shenzhen has found effective 
ways to boost exports of electronic goods, textiles, machines, instruments, 
light industrial products, chemicals and foodstuffs. 


He cited the Zhonghua Bicycle Company as a good example of cooperation with 
firms elsewhere. Through cooperation with 20 bicycle manufacturers in 
Jiangsu, Zhejiang and Guangdong Provinces, the company increased its 

annual exports from 20,000 units to 150,000 units last year. 


Using their sophisticated technology, the Zhongguan Printing and Dyeing 
Company, and the Huasi Textiles Company in Shenzhen are processing grey 
cotton cloth and roughly procssed silk supplied by their colleagues else- 
where into fine textiles for export. 


"Another way is to introduce quality products from other parts of China 
into Shenzhen and upgrade them for export," Zhu told the meeting. For 
example, two Shenzhen firms have broken into the international market 
with emergy wheels, welding rods and hard-alloy knives produced by using 
the techniques introduced from other parts of China. 


According to Zhu, other ways to expand exports include cooperation with 
technicians from other areas in developing new products for export, and 
promoting processing or assembly with materials supplied by clients. 


/9604 
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ECONOMIC ZONES 


BRIEFS 


FIRMS IN TIANJIN PROFIT--Tianjin, 22 March (XINHUA)--Most of the 84 
enterprises set up with foreign investment in this open coastal city have 
gained beneficial results, according to an official of the City's Commission 
of Foreign Trade. Sales volume of 71 co-production enterprises totalled more 
than 319 million yuan in 1986, the official said, adding the profits of 10 of 
the enterprises were around 1 million yuan. Meanwhile, the city had a 
favorable balance in foreign exchange earning 11.43 million U.S. dollars in 
1986, he said. The official attributed the achievements to the following. 
The city focused foreign investment on enterprises producing export good. 
They could buy some raw materials from international markets. The qualified 
technicians and technical workers are hired to improve enterprise management 
and increase the quality of the export products. The Sino-Japanese Jinqiao 
Steel Tube Company engaged a deputy chief engineer from a machinery company as 
manager in chief of this joint venture and also employed some technical 
workers. The new employees helped the joint venture make a profit of some l 
million yuan in the first year of operation. The work of an average employee 
in the company contributed 3,300 yuan in profits. [Text] [Beijing XINHUA in 
English 1116 GMT 22 Mar 87 OW] /12913 


CSO: 4020/141 


28 











INDUSTRY 


TIANJIN PLANS TO IMPROVE TEXTILE INDUSTRY 
OW261208 Beijing XINHUA in English 1120 GMT 26 Feb 87 


[Text] Beijing, 26 Feb (XINHUA)--Tianjin, the country's second largest 
industrial center, has unveiled its plan to improve textile industry and 
make more high-quality clothes for export, CHINA DAILY reports today. 


Together with Qingdao in Shandong Province, the city designated a clothing 
export base after Premier Zhao Ziyang inspected its textile industry. 


Tianjin has about 100 clothing enterprises with 40,000 employees. With an 
annual capacity of 45 million pieces, the city exported clothes worth U.S. 
$100 million last year. 


According to Cui Helu, director of the Tianjin Garments Industrial Company 

and manager of the Tianjin Garments Research Institute, the Tianjin municipal 
government is to invest about U.S. $7.3 million to improve technology and 
equipment in seven factories. Eighty percent of their products are exported. 
The city has introduced preferential policies to encourage foreign investment, 
he said. 


Sino-foreign joint ventures have enjoyed favorable treatment in the six 

years since they started business. They are exempt from income taxes in the 
first three years and if 60 percent of their products are exported in the 
fourth and fifth years, half of their income taxes will be exempted. In 

the sixth year only 26 percent of the normal taxes due are paid. If a venture 
sets up in the Tianjin economic and technological development zone with 70 
percent of export-oriented products, only 13 percent of its income tax will 

be levied. 


Three joint ventures in the city have gone into business. Three others have 
signed contracts and are preparing for production. Another four are under 
negotiation, Cui said. 


The Tianjin fabric cotton-making factory, a Sino-Hong Kong joint venture, 
opened in 1983. With a total investment of 1.62 million yuan (U.S. $443,000), 
the venture employs 72 people. In the first three years of operation, it has 
made 5.81 yuan (U.S. $1.57 million) profits. It earned U.S. $1.96 million 

in foreign exchange and a 2.2 million yuan (U.S. $594,000) profit last year. 
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Most of Tianjin's clothing factories are geared to the export market. The 
Xinhua clothing factory cooperated with foreign businessmen through inviting 
a foreign manager and processing materials from abroad. With an annual 
manufacturing capacity of five million pieces of clothing, the factory earned 
U.S. $8.34 million in foreign exchange last year. 


The Tianjin municipal government plans to build a street to accommodate 200 
clothing stores. It will be completed around next October. It will serve as 
a place for clothing factories to compete with each other so that businesses 
can assess and meet the growing needs of consumers, according to the city's 
newspaper, TIANJIN DAILY. 


With the establishment of the Tianjin branch of the China garments designing 
and research announced here last weekend, the city will now concentrate on the 
design of suits and improve their quality and variety. It is hoped to 

export clothing worth U.S. $120 million this year. 


/9738 
CSO: 4020/142 
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INDUSTRY 


YANG BO INSPECTS TIANJIN REFRIGERATOR PLANT 
SKO20625 Tianjin City Service in Mandarin 0030 GMT 28 Feb 87 


[Text] On 27 February, while inspecting the Tianjin Refeigerator Plant, Yang 
Bo, minister of light industry, expressed hope that this plant would strictly 
strengthen quality control in order to turn out first-class products. This 
plant, which produces (Kenai)-mode refrigerators, was built with imported 
equipment. Having listened to a report by a responsible comrade of this plant 
and inspected the refrigerator production line, Yang Bo pointed out: To 
produce first-class products, it is not enough to have modernized equipment 
alone. It is also necessary to have modernized management. We must devote 
much time and energy to improving the quality of workers and staff members 
and rigorously enforcing labor discipline. When building a new plant, we 
should lay a good foundation at the beginning, foster a rigorous atmosphere 
in the plant, and enable each and every worker or staff member to be con- 
scientious and meticulous in his work. 


Zhang Lihang, vice mayor of Tianjin, who accompanied Yang Bo on his inspection 
tour, also stressed the importance of strengthening management and rigorously 
enforcing labor discipline. 


Since his arrival in Tianjin on 24 February, Minister Yang Bo has inspected 

the Tianjin Bicycle Plant, the Tianjin Motorcycle Plant, the No. 3 Paper 
Factory, and the No. 2 Lighter Plant. He has learned about the situation on 
increasing production, practicing economy, deepening reform, increasing export, 
and creating more foreign exchange, and has praised the No. 3 Paper Factory 
for its experience in enterprise management and the No. 2 Lighter Plant for 
its effort in running its enterprise industriously and thriftily. 


/9738 
CSO: 4006/448 
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INDUSTRY 


PAPER NOTES SHANGHAI'S PREMIER INDUSTRIAL ROLE 
0OW110308 Beijing XINHUA in English 0253 CMT 11 Mar 87 


[Text] Beijing, 11 Mar (XINHUA)--Shanghai continues to be China's leading 
industrial city, producing goods worth 90 billion yuan (U.S. $24 billion) 
in 1986, according to today's CHINA DAILY. 


This is shown in a report on 20 cities whose gross industrial output value 
exceeded 10 billion yuan. Industrial output value in the 20 cities totaled 
about 400 billion yuan, or a third of the national output value from industry. 


After Shanghai came Beijing with 34 billion yuan, Tianjin with 30 billion 
yuan, Suzhou and Wuxi with 20 billion yuan each, Shenyang, Guangzhou, Wuhan, 
Ningbo, Changzhou and Yangzhow with 11 to 90 billion yuan each and Foshan, 
Nantong and Yantai with 10 billion yuan each. 


Economic reform was attributed to the rising production of the cities where 
more than 40 percent profitable enterprises have adopted the director 
responsibility system in line with the policy of separating the government 
from business routine operations. 


The cities were also found to be flexible in adapting production to the 
market's demand and they had been expanding their capacity to produce goods 
which had enjoyed a good name and had been competitive in price. 


Popular goods include Shanghai's phoenix bicycles, Guangzhou's wanbao 
refrigerators, and Suzhou's great-wall electric fan. 





Some economic experts believed that the cities still had a long way to go in 
tapping all their potential resources. For example, they should lower their 
costs. 


/9738 
CSO: 4006/448 
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INDUSTRY 


BRIEFS 


BAOSHAN STEELWORKS CONSTRUCTION--Shanghai, 27 Feb (XINHUA)--Second-phase 
construction of the Baoshan iron and steel complex is in full swing, an 
engineer in charge of the project said today. Lu Shaoqi, deputy director of 
the Baoshan construction project, said, “state investment in the complex's 
construction has increased 28 percent over 1986, with second-phase investment 
increasing 1.4 times." Equipment installation will be completed by the end of 
this year for a continuous cold rolling mill able to produce 2.1 million tons 
of sheet metal a year when it starts operation in late 1988. Lu said, 
“foundation work is under way for a hot rolling mill, scheduled to operate in 
September 1989, and the mill is expected to produce four million tons of steel 
plates annually." Other projects now under construction include a coke 
furnace, a blast furnace and a continuous ingot casting workshop. After 
second-phase construction is completed in June 1991, the complex is expected 
to produce 6.7 million tons of steel, 4.2 million tons of rolled steel and 
6.5 million tons of pig iron annually. [Text] [Beijing XINHUA in English 
1330 GMT 27 Feb 87 OW] /9738 


HARBIN FACTORY EXPLOSION--Harbin, 16 Mar (XINHUA)--Forty-seven people died and 
197 were injured in an explosion Sunday morning at the Harbin linen textile 
mill, Heilongjiang Province, XINHUA learned today. The explosion took place 
in the carding, drawing and spinning workshops at 2:39 am and damaged the 
machines and workshops, an eyewitness said. Soon after the explosion, which 
may have been caused by an accumulation of flax dust, 1,000 soldiers and 
police, as well as leading members of the Heilongjiang Provincial and Harbin 
City Governments, rushed to the mill to rescue the workers. A fire caused 

by the explosion was finally extinguished by six o'clock Sunday morning. 
[Text] [Beijing XINHUA in English 1457 GMT 16 Mar 87 OW] /9738 


ENTERPRISE MANAGEMENT AWARDS--Beijing, 16 Mar (XINHUA)--By drawing on foreign 
management expertise and exercising directors’ authority over the operations 
and production of their enterprises, 10 Chinese factories have distinguished 
themselves and won the country's 1986 outstanding enterprise management awards. 
An official of the China Enterprise Management Association said here today 

that the factories were chosen by provincial authorities and their colleague. 
throughout China. Injecting greater vigor into major enterprises is a 

“central task" for China's economic reform this year, he said, adding that the 
Chinese Government has given top priority to streamlining enterprise manage- 
ment. The products of the award-winners enjcy a high reputation on the inter- 
national market. For example, silk from the No. 2 cotton mill in Shijiazhuang, 
capital of Hebei Province, won Japan's "golden horse" cup. The winners 
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include the Beijing internal combustion engine plant, No. 8 radio factory in 
Shanghai, Dalian petrochemical company in the port city of Dalian, Baoji 
petroleum machinery plant of Shaanxi Province, and No. 1 machine tool plant 
in Jinan, capital of Shandong Province. [Text] [Beijing XINHUA in En_,lish 
1207 GMT 16 Mar 87 OW] /9738 


CSO: 4020/144 
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AGRICULTURE 


'ALL-AROUND DEVELOPMENT OF AGRICULTURE’ DISCUSSED IN ARTICLE 


Beijing NONGCUN GONGZUO TONGXUN [RURAL WORK NEWSLETTER] in Chinese No 1, 5 Jan 
87 pp 10-11 


LArticle by He Kang [0149 1660]: "Pervasive Reform To Promote All-Around 
Development of Agriculture" ] 


[Text] 1987 is the second year of the Seventh 5-Year Plan. We must persist in 
reform and build effectively to advance all around development of agriculture. 
During the new year and for a relatively long time to come, the guiding 
thought in the work of the agricultural, animal husbandry, sideline occupation 
and fishing units should be: continued firm hold on the building of the two 
civilizations, pervasive reforms, unequivocal establishment of a concept of 
developing a socialist commodity economy, and orientation toward markets in 
the organization of production; enhancement of social services before, during 
and after production, and macroscopic direction and management primarily 
through indirect control and unceasing increase in material and intellectual 
investment to advance the technical transformation of agriculture, to 
strengthen its material and technical foundation, to raise the level of 
productivity, and to promote the sustained, steady and coordinated development 
of agriculture. 


The main tasks in agricultural work during 1987 are as follows: genuinely firm 
attention to grain production in an effort to repeat or exceed the level of 
1984; reversal of the trend toward decline of major cash crops such as cotton, 
oil-bearing crops and sugar crops, and rational planning on the basis of 
market needs for other cash crops. In animal husbandry, the road should be 
taken of increase in suburban areas, improvement in pastoral areas, 
development of farming areas and opening up of mountain areas. The aquatic 
products industry should take firm grip on the marine and fresh water breeding 
industry, the processing industry and the deep sea fishing industry, placing 
emphasis on improvement of in-shore marine fisheries and the fresh water 
fishing industry. State farm and land reclamation enterprises should gradually 
build permanent commodity production bases for domestic and foreign trade, 
specialized, commercialized and modernized agricultural demonstration bases 
and large city and industrial and mining area non-stable food production bases 
becoming local villages for the promotion of advanced techniques and fine 
varieties of foods, for the processing of products, and service centers for 
transportation and marketing. Farm mechanization should be carried out in 
accordance with the principles of tailored guidance and emphasis on making 
breakthroughs, mechanized items being selected on the basis of comparative 
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benefits and high benefits from replacement, promoting mechanization and semi- 
mechanization of agriculture, actively advancing sustained and healthy 
development of township and town enterprises, carrying out the planned 
technical transformation of existing enterprises, raising product quality, 
improving the substance of enterprises and increasing economic results. 
Service work such as rural administration and management should be improved 
and the inventorying of collectively owned property should be continued. All 
financial control systems should be built and perfected; collective funds 
should be managed and used well; contract responsibility systems should be 
further perfected; and a good job should be done in the evaluation of 
technical and economic result and in consultation on operations. 


Serious attention should be given to reforms in the following five areas in 
order to advance all-around development of farming, animal husbandry and the 
fishing industry: 


1. A Good Job in Further Reform of Service Systems For Farming, Animal 
Husbandry and the Fishing Industry To Increase Vitality and Strength. Since 
the 3rd Plenum of the 11th Party Central Committee, major changes have taken 
place in the people served, the methods used and the territory covered by 
service work to farming, animal husbandry and the fishing industry. The 
people served have changed from the former commune and brigade collectives to 
countless peasant households for the most part. The form of service has 
changed from the former administrative guidance to service for operations 
being performed. The territory served has changed from the former 
undiversified technical services for production to serialized and complete 
service during the entire process before, during and after production. It is 
necessary to continue to perfect service mechanisms, to expand the technical 
contracting service area and to encourage grassroots service organizations to 
operate business entities that have the provision of services as their goal. 
The operation of entreprenural economic service entities by farming, animal 
husbandry and fishing industry grassroots service organizations is consistent 
with the spirit of "Decisions of the CPC Central Committee On Reform of the 
Scientific and Technical System." Such activities are not in the category of 
Party and government organizations conducting business and are thus not among 
those proscribed. After having done this for the past several years, Jiangsu, 
Zhejiang, Guangdong, Sichuan and Hunan provinces have fundamentally 
transformed the situation of service work not corresponding to. production. 
They have made grassroots organizations more dynamic and strong, have 
accommodated the peasants, have intensified the sense of responsibility of 
technical personnel, have further consolidated and perfected the cooperative 
economy operating on two levels in which centralization and decentralization 
are combined, and have promoted the development of production. At the same 
time, they have ameliorated, to a certain extent, real problems such as the 
shortage of operating funds in grassroots service organizations. They have 
played a major role in consolidating the service corps, in improving service 
methods and in improving quality of service. Providing service should 
continue to be our aim and we should operate all sorts of business entities to 
provide services including dealings in some means of production such as new 
pesticides and fertilizers. County technical promotion service organizations 
are leading institutions for various county industrial bureaus. We should 
continue to operate county technical service stations or "centers." For the 
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present, the focus in improvement of the work of service organizations should 
be on townships and villages, fanning out to the countless households to serve 
production directly. Rural technical service organizations sent out by county 
industrial bureaus should add additional personnel and make sure they have 
operating funds. Township technical service organizations belonging to 
collectives and rural peasant technical personnel should stick to civilian 
Operations primarily, rendering support. They should stabilize the service 
corps and devise means to improve their work conditions and remuneration. 
Personnel who have performed service work for farming, animal husbandry and 
the fishing industry for many years and who have made outstanding 
contributions should be given commendations and rewards to raise their social 
standing. . In addition, diligent efforts must be made to bolster the ideology 
and the professionalism of the grassroots service corps, each level taking 
responsibility for providing regular training to improve the quality of 
service personnel. 


2. Serious Attention to Commodity Flow. Farming, animal husbandry and fishing 
industry units should establish a concept of the commodity economy and change 
traditional small scale production ideas of engaging in production for 
production's sake. Attention to production means study of commodity flow, and 
planning requires taking markets into account. First, there has to be regular, 
pervasive investigation and study and prompt understanding of new conditions 
and new problems in the production and marketing of farm products, with the 
initiative being taken either to report information to leaders at all levels 
or to parlay with units concerned to work out jointly countermeasures to be 
taken to improve the flow of commodities and promote the smooth flow of goods. 
Second is’ the need to organize and support active peasant participation in 
commodity flow. Support has to be given to the development of a peasant 
procurement and marketing personnel corps, encouragement being given to 
individual peasants or households in combination to operate rural commercial 
network points. Cooperative trade organizations such as trade warehouses 
should be developed. Wholesale markets for agricultural and sideline products 
should be set up in cities. Peasants should be permitted to enter cities to 
run businesses and food and beverage services. Third is the need for further 
operation of joint farming, industry and business’ enterprises, joint 
livestock, industry and business enterprises and joint fishing, industry and 
business enterprises in the system, carrying out direct exchanges between 
industry and agriculture, direct exchanges between agriculture and business, 
and linking production directly to needs for the gradual building in coastal 
areas of a trade-industry-agriculture type production system. Fourth is the 
need to follow a course in which agriculture and business are either linked or 
united. In Sichuan Province, Jianyang County placed units dealing in food 
under control of agricultural and animal husbandry departments. Shenyang City 
combined the livestock bureau and the non-staple food bureau to form a 
livestock and non-staple food bureau. Planning as a whole the production, 
processing and marketing of farming and livestock products brought rather 

good results for the development of production, for the coordination of the 
interests of both producers and marketers and for the promotion of a balance 
between supply and demand. These experiences may be made available for the 
lessons they provide. 
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3. Reform and Perfection of the Contract Responsibility System. Contract 
agreements should be perfected for land (including cultivated land, wasteland, 
barren slopes and water surfaces) covered by the contract system linked to 
yields, using as a basis what is helpful in strengthening land management and 
Making the land fertile, and what helps producti: .. requirements while taking 
into account the wishes of the majority of the masses. Township and town 
enterprises should continue to perfect contracting systems for their 
operations. Contract criteria should include not only output value and profit 
but also product quality, expenditure of raw and processed materials and 
various withholdings, as well as in-service rates and replacement. Not very 
large enterprises and those whose business has been poor for a long time may 
be rented or sold to individuals for operation. Pilot projects for a stock 
share system should be actively conducted. In the process of discounting 
shares, former commune and brigade enterprises should, first of all, do a 
conscientious job of inventorying property, using this inventory as a 
foundation for discounting shares and as a basis for profit sharing. Profit 
Sharing should be done according to labor; a percentage should be retained as 
profit by the enterprise and the interests of all parties looked after, the 
enterprise's ability to expand reproduction being steadily strengthened. 
Enterprises practicing business contracting and a plant manager responsibility 
System should give contractors and plant managers self determination in 
operations, linking together results from operations and the interests of the 
operators and protecting their legal rights and interests. Higher level 
departments concerned may not interfere with an enterprise's normal operating 
activities, and profits should be used to invigorate enterprises. Livestock 
industries should continue to implement the "Grasslands Law," and institute 
grass and livestock dual contract responsibility systems, basing the number of 
livestock on the amount of grass available to prevent overgrazing. State 
Owned aquatic products supply and marketing enterprises should continue to 
institute various kinds of operating contract systems. More small aquatic 
products enterprises should convert to collective ownership and individual 
operation. State farm and land reclamation enterprises should operate more 
farms for staff member and workers families, and they should perfect a dual 
operating system of large farms being linked to small farms. In farm machine 
Management work, the policy of "co-existence of diverse forms, perfection and 
consolidation of cooperative operations, and active support for specialized 
households" should continue to be pursued for improvement in the machine 
utilization rate. Peasants should be allowed to select farm machines freely 
according to actual production requirements and their personal economic 
benefit. 


4. Reform of Investment Utilization and Control Methods To Improve Results 
From Investments. First is a change in the apportionment of investments from 
cutting up funds before handing them out for investment in individual projects 
to the institution of a contract responsibility system with a _ person 
designated responsible for project funds. Second is improved macroscopic 
guidance and equitable readjustment of the direction of investment, investment 
contained in the national budget being used primarily for providing greater 
reserve strength for the development of agriculture such as the building of 
wheat and other commodity grain bases, major cash crop commodity bases and 
non-staple food bases in large and medium size cities; for scientific research 
and education as well as for basic agricultural facilities; for the deep sea 








fishing industry; for the propagation of Bohai resources; for the development 
of grassy mountains and grassy slopes in the south, and for the building of 
agricultural and sideline product export bases. Funds needed for other 
projects of an operational nature should be obtained mostly through loans. 
Third, newly proposed construction projects should go through validation and 
assessment becoming part of annual plans only after a series of approvals. 
Once a project has been built, it must undergo inspection prior to acceptance, 
From beginning to end, increased results from investment should be paramount. 
Fourth is reform of channels for investment, domestic funds concerned being 
bundled together for use, domestic and foreign funds complementing each other 
in use. Some investments should be converted to discount loans to expand their 
use; compensated and uncompensated loans should be combined to circulate in 
use. 


5. Further Reform of the Educational System For Development of Intellect. We 
must devote a high degree of attention to education, and promote full reform 
of high and intermediate education in agriculture, agricultural cadre 
education and peasant technical education. The particular structure should be 
readjusted on the basis of needs for development of the rural economy, new 
subjects being added, teaching methods being improved and the linking of 
theory and practice strengthened. Making the most of scientific research and 
education and promoting the complete functioning of the system should be done 
so that agricultural production will be more effectively served. It is 
particularly necessary to take firm grip on reform of intermediate education 
in agriculture and to give impetus to the development of rural vocational and 
technical education. This is the current focus of agricultural education. The 
System for enrolling and assigning students in agricultural secondary schools 
needs reform to open the way for talented people in rural villages. Various 
kinds of schools should be operated and teaching methods should be flexible 
and varied to meet different needs in development of the rural economy. 


9432 
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AGRICULTURE 


REDUCED AGRICULTURAL FUNDING OPPOSED IN ANHUI 


Beijing NONGYE JINGJI WENTI [PROBLEMS OF AGRICULTURAL ECONOMY] in Chinese No 
10, 23 Oct 86 pp 51-54 


{Article by Xu Wei [6079 0251] of the Anhui Rural Policy Research Office, 
originally carried in the Ministry of Agriculture, Forestry, and /Fisheries' 
NONGCUN JINGJI WENGAO [PAPERS ON RURAL ECONOMICS] No 7, 1986: "National Funds 
Supporting Agricultural Cannot Be Reduced; Analysis of Current Rural Funding 
in Anhui") 


(Text] Changes Over Past 7 Years in Rural Funds 


The status of rural funds in Anhui has undergone great changes in the past few 
years. The principal signs of this are: 


1. The amount of state financial support of agriculture has decreased 
annually. From 1979 until 1984, Anhui received a total of 1.462 billion yuan 
in agricultural support funds from the state. Compared with the previous 26 
years (1952-1978), the percentage of state money spent on agriculture 
decreased from 28.6 percent to 13.1 percent. The average annual increase in 
investment fell from 11.5 percent to 8.7 percent. In 1984 the state spent 
222.7 million yuan on agriculture, only 58.11 percent of the 383.2 million 
yuan spent in 1979. In comparing the investment sums for capital construction 
completed by various departments in the Sixth 5-Year Plan (including the 
projected figures for 1985) with those of the Fifth 5-Year Plan: energy, 
transportation, and post and telecommunication sectors increased 26.1 percent; 
raw material industry grew 50.9 percent; S & T and education grew 190 percent; 
only agriculture fell 35.2 percent. The percentage of agricultural production 
inputs accounted for by state agricultural support funds also fell, from 18.11 
percent in 1978 to 4.02 percent in 1984. In 1984 the state's income from 
agriculture was a total of 231.59 million yuan: 197.03 million yuan in 
agricultural taxes and 34.56 million yuan in peasant purchases of national 
savings bonds. The ratio in 1984 of the income the state received fruoa the 
countryside and what it put into agriculture was 1.04:1. According to the 
budget plans at the beginning of 1985, the ratio of income vs. expenditures 
for the countryside rose to 1.38:1. The state is actually getting more from 
the countryside than it is putting in. 
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During the 6 years from 1979 until 1984, the treasury allocated more than 1 
billion yuan so that the state could raise the purchase price on some 
agricultural products and byproducts and raise the bonus price paid for 
purchases outside the contract. At the same time, however, the prices of 
agricultural production materials were also rising continuously, so that the 
various umreasonable burdens inflicted on peasants became worse and worse. 
From 1983 to 198 the agricultural production materials price index rose 7.2 
percent, but the price index for agricultural products and byproducts rose 
only 2 percent. Because of this, as reported by many grass-root level 
officials in the countryside, many of the benefits given to peasants by the 
state were undercut by various other state measures. 


2. The scale of credit expanded year by year, but slower than the rate of 
economic development. In 1984, various rural loan surpluses in Anhui totalled 
3,653,000,000 yuan (not including loans made by representative offices). This 
Was a growth of 123 percent over 1978, an average annual increase of 14.8 
percent. It thus revealed its essential role in providing funds for short- 
term loans. But the growth in rural credit has fallen far behind the growth 
rate of the rural economy. 1) Compared with the growth rate of the rural 
economy *ne total agricultural output value in the 26 years before 1978 had 
increased 2.3 percent annually, while the surplus from rural loans increased 
15.7 percent annually. The ratio of the two was 1:6.8. In the past 6 years, 
the total output value of agriculture has grown annually at 10.2 percent, 
while the agricultural loan surplus has grown at 14.8 percent annually, a 
ratio of 1:1.45. 2) Compared with industry: in the past 6 years 

industrial loans have increased 16.82 percent annually, higher than the annual 
increase of 2 percent for agricultural loans; the output value has increased 
10.1 percent annually, lower than agriculture's 0.1 percent annual increase. 
3) Compared with the whole nation: agricultural loans throughout China have 
increased 28.5 percent each year in the past 6 years, which is twice the rate 
of increase for agricultural loans in Anhui. 


3. Commercial loans have increased greatly, but the premise for this has been 
a reduction in agricultural loans. In recent years too many commercial loans 
have been made, leaving a number of underfunded programs. In order to 
compensate for the lack of funds to procure agricultural products, Anhui had 
to use agricultural deposits to increase commercial loans. Agricultural 
deposits are the major financial source of agricultural loans. Using up 
agricultural deposits thus directly reduces agricultural loans. Agricultural 
loans' share of total loans in Anhui has fallen from 11.7 percent in 1979 to 
10.3 percent in 1984, an annual decline of 1.1 percent. In the 2 years 1983 
and 1983, for example, the Anhui Agricultural Bank loaned 356.49 million yuan 
to the central bank. It handled 600 million yuan in agricultural deposits; in 
the 2 years agricultural loans increased only 347 million yuan, but commercial 
loans increased 591 million yuan. Not only was the money lent to the state 
over the 2 years entirely used for commerce, it also used up 48.5 percent of 
agricultural deposits. In 1984 commercial loans exceeded the balance control 
quotas and used up 33.88 million yuan in agricultural deposits. Commercial 
loans have squeezed out agricultural loans, affecting the expansion in scale 
of agricultural production. 


4] 








4. In macroeconomic terms, the state must control credit, but the policy of 
"one knife for every purpose," [one standard policy] has made it difficult to 
maintain rural funds. On three separate occasions in 1981, 1983, and 1985, 
the state controlled the scale of credit, mostly strictly in 1985. Although 
this year the state stipulated that it would give Anhui 85 million yuan in 
agricultural loan balance, but with the provision that they could not be 
touched in the first half of the year. In order to meet the urgent need, the 
Anhui Agricultural Bank had to overdraw 640 million yuan from the Anhui 
People's Bank. Some grassroot-level business offices and credit cooperatives 
could not come up with credit funds on time, affecting spring production and 
circulation. They sent many reports on the crunch to higher level banks. 
Using one single method of tightening the money supply had a considerably 
negative effect on rural economic growth in Anhui. 


5. The rural economy's own reserves have grown steadily, but the funds at its 
own disposal are limited. In the past few years, the peasants' income has 
increased annually. According to a survey in 1984 of 17 representative 
villages in Anhui, the total (original) value of fixed assets used in 
collective production was 1,722,000 yuan, 355.1 yuan per household, 44 percent 
more than in 1978. The total (original) value of the peasants' own fixed 
assets used in production increased to 2,878,000 yuan, 582 yuan per household. 
Compared with 1978, the net per capita peasant income in Anhui increased 186 
percent, per capita deposits increased 960 percent, and per capita cash 
possession increased 210 percent. However, the rural foundation in Anhui is 
weak: in 1978 the rural net per capita income in Anhui was only 65.50 yuan; 
this rose to 156.6 yuan in 1980 and 287 yuan in 1984. But the development has 
been uneven: in 1984, 7.3 percent of rural households in Anhui had net. per 
Capita income below 150 percent, and the majority of peasants have just met 
the basic needs of sustenance. The rural economy in most areas relies on its 
Own reserves, so the conditions necessary for the development of commodity 
production are still lacking. 


Harmful Effects of the Shortage of Rural Funds 


Reality in the countryside demonstrates that there is an ever greater 
contradiction between, on the one hand, the funds needed for rural economic 
development and, on the other hand, planned national agricultural support 
funds, state policies regarding rural funds, and the rural economy's capacity 
for accumulating its own funds. This is seriously affecting normal 
implementation of the second stage of rural reforms. 


1. Water conservancy construction is being weakened. The need for investment 
in farmland capital construction is quite large. For many years the state had 
achieved marked success by concentrating funds for support of specific 
projects. Due to declining state expenditures on agriculture in the past few 
years, there have been few new projects and the original installations, 
unmaintained for years, are being ruined by natural erosion. Farmland water 
conservancy investments in the Suxian County area have fallen from more than 
25 million yuan in 1978 to 4.79 million yuan in 1985. This has resulted in 
the lack of money needed to handle urgent problems in farmland water 


conservancy. 





2. Agriculture is becoming less intensive. Making the family the basic unit 
of operation has changed the previously extensive management of production, 
Since peasants generally pay heed to increasing production inputs. In 1984 
the per capita inputs in Anhui were 64 yuan, a 121 percent increase over 1978. 
But due to the limits on the scale of credit, there was a serious shortage of 
production funds in 1985, while there was an oversupply of large quantities of 
production materials urgently needed by peasants, leading to a drop in the 
Sales volume. According to the calculations by concerned departments, chemical 
fertilizer sales in Anhui were reduced by 12.5 percent from 1984 to 1985, 
pesticides by 32 percent, and plastic sheeting for agricultural purposes by 11 
percent. Comparing the first 10 months of 1984 and 1985, chemical fertilizer 
sales fell 9.6 percent and stores increased 14 percent. Due to the reduced 
inputs along with crop damage, there were lower grain yields in most areas. 


3. Town and township enterprises have been greatly harmed. The output value 
of Anhui's town and township enterprises in 1984 more than doubled over the 
previous year, reaching 4.6 billion yuan, with profits of 560 million yuan and 
tax payments of 160 million yuan. In 1985 the Anhui Party Committee and 
government, taking the reality of conditions in Anhui into account, made the 
development of town and township enterprises one of the tactics for 
restructuring production. They planned 5,133 new projects, 2,439 technical 
transformations, and 892 continuing projects, which required 934,755,000 yuan 
in funds. Last year 3,156 projects were undertaken, requiring a _ total 
investment of 532,148,000 yuan. Of this amount, 107,676,000 yuan came from 
their own sources and 125,376,000 yuan were loans, leaving a shortfall of 
299,095,000 yuan. In June, the state People's Bank, the Construction Bank, 
the Agriculture Bank, the Industry and Commerce Bank, and the Bank of China 
jointly issued an "Announcement Concerning Implementation of the Spirit of the 
Meeting of Bank Presidents from Some Provincial (Municipal) Banks and Further 
improvement in Management of Bank Credit Funds." The announcement clearly 
Stipulated that "loans to town and township enterprises must be _ strictly 
controlled according to the plan. The scale of credit must be limited to that 
of the plan; loans exceeding the plan must be repaid by the end of June." By 
the end of May, loans in Anhui to town and township enterprises had increased 
175.14 million yuan over 1984. But after June there were basically no loans, 
only payments to banks, and there were forced deductions to repay loans. By 
the end of October loan surpluses were only 33.16 million yuan more than at 
the end of 1984, achieving the directive that called for control of increases 
in town and township enterprises loans by the beginning of the year. By 
keeping down loans, development of production was also kept down. This has 
prevented many new enterprises from either moving ahead or abandoning certain 
operations, leaving them with half-baked projects. In fact, some new 
enterprises only need small loans; with some additional equipment they could 
enter production. There are also some older enterprises, established over the 
past few years, which have sources for raw materials and markets for their 
products; their economic results are good, but because they lack circulating 
funds, they have been forced to stop production. 


4, Commodity circulation channels have been blocked. Last year the state 
planned to circulate in Anhui a net amount of 400 miilion yuan. The Anhui 
People's Bank divided up the quota and distributed it down to the county 











level. To ensure that the quota was not exceeded, each branch bank account was 
required both to have deposits and a cash plan before funds would be released. 
Cash was in very short supply in bank business offices and credit 
cooperatives. Grain departments could not completely guarantee that they 
would have enough cash from January to April to purchase the contracted 
amounts of grain and oil crops. After May money was only released for 
contracted purchases of grain and other agricultural products and byproducts. 
Since the sources of cash had been cut off, there was only one channel of 
circulation, and diversified circulation, which had just started to become 
more active, was once again stifled. 


5. There are abnormalities in credit. Business offices and _ credit 
cooperatives in some areas have been acting on behalf of creditors to make 
deductions for old debts when calculating the purchase price for agricultural 
products and byproducts. While forcing loan repayments on others' behalf, 
they not only make deduction to repay this year's new debts, they also are 
making deductions for old debts going back years. The peasants are 
complaining repeatedly. For example, since 1982 the Danyang Town credit 
cooperative in Tuxian County, representing the town grain station, has _ been 
deducting from payments to peasants selling grain when there are old debts 
dating from before 1978. Each year the sum deducted accounts for more than 40 
percent of the total payments that should have been made that year. Of even 
greater consequence are the reports from many areas that credit cooperatives 
cannot pay out on rural savings deposits, a serious violation of the principle 
that savings can be "freely withdrawn." 


6. The common borrowing interest rate is rising. Because the national banks 
and collective credit cooperatives cannot satisfy the monetary needs of the 
many villages, it is difficult to keep the market interest rate down. The 
common borrowing interest rate has been rising every year, with the highest 
monthly interest rate rising from the previous 3-5 percent to 10-15 percent. 


Several Suggestions on Formulating Rural Funding Policy 


In order to ammeliorate the problems arising from the severe shortage of rural 
funds, the following suggestions are made ffor current allocation of 
agricultural support funds and rural funding policy: 


1. State financial investment in the countryside should increase each year. 
It will be difficult for the time being to restore agriculture's share of 
State spending to the 28 percent level which prevailed from 1952 to 1978. But 
state spending on agriculture should not be lower than 15 percent of each 
year's state expenditures; we should strive to make rural funding "achieve 
three purposes." We should not adopt the practice of cutting back on 
agricultural funding in order to accelerate industrial development. Since the 
purchase price for agricultural products and byproducts cannot be increased to 
a large degree, we must make appropriate reductions in the price of 
agricultural production materials, or choose other flexible methods in order 
to make sure that the peasants’ interests are not harmed. 


2. Tightening the money market must be done differently according to the 
circumstances. In the 5 years since 1981, the money market has been tightened 
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3 times, but these 5 years are precisely the 5 years in which the national 
economy has grown most quickly and the overall situation has been the best 
yet. The basic reason is that people still have not completely recognized and 
learned to consciously handle the new rules underlying the large-scale 
expansion of the economy. We need to point out that although there has been a 
loss of control of credit on the national scale, rural credit in Anhui has not 
exceeded the national limits. The results of the Agriculture Bank's 
implementation of the credit plan over 2 years, 1983 and 1984, are that the 
net withdrawal of credit was 67,810,000 yuan; by the end of 1984, credit 
cooperatives had deposit surpluses of 1,653,020,000 yuan and loan surpluses of 
1,010,160,000 yuan; the net withdrawal from circulation by credit cooperatives 
was 542,960,000 yuan. In the two years 1983 and 1984 the ratio of the growth 
rates for various deposits and loans in Agricultural Banks throughout Anhui 
was 46.5:43.5, with the deposit growth rate larger than that for loans. 


Throughout China granting of credit was most concentrated in December 1984, 
accounting for 26.8 percent of the year's total. Net grants in Anhui were 910 
million yuan, including: 830 million yuan net credit extended by the 
Industrial and Commercial Bank and 110 million yuan from the Bank of China, 
with net withdrawal from circulation by the Agricultural Bank of 30 million 
yuan. Anhui has had remarkable results from its agricultural loans compared 
with the rest of the country. In 1984 in China as a whole, for every 100-yuan 
increase in total agricultural output value, agricultural loans increased 48.5 
yuan, but in Anhui they only increased 16 yuan. Results as measured by the 
input/output ratio were almost 3 times the national average. Current 
financial policies and credit fund management should therefore adopt various 
policies and methods based on the special characteristics of each industry and 
the differences between provinces. We cannot rely on "a singie knife for 
every purpose." 


3. The scale of credit should respond to economic needs. Based on the 
realities of economic development in Anhui, the average annual growth rate of 
total agricultural output value should be set at 6.5 to 7 percent and the 
actual per capita consumption level for peasants should annually increase by 
more than 5 percent. According to this rate of growth, the scale of rural 
credit should be further expanded. What is the ideal scale of rural credit 

for each year? If we calculate this using the ratio of the annual growth of 
total agricultural output value to the annual growth of credit from 1979 to 
1984, the average annual increase in rural credit during the Seventh 5-Year 
Plan should be 9.74 percent. By 1990 it is predicted that various loans will 
require 6-6.5 billion yuan; adding on the portion for those agents which after 
1985 will become self-managing operations, the total need will be 58-8.5 
billion yuan. We should bear in mind that in the "1979-1964" period, the 
countryside still primarily practiced traditional agricultural production. 
The large growth in agriculture relied mainly on intensive labor. The 
enormous amount of energy released when production relationships were adjusted 
went into improving the production forces. But during the Seventh 5-Year 
Plan, rural production is gradually becoming more commodity- and society- 
oriented. Improving production forces requires the gradual transition from 
labor-intensive production to capital-intensive and technology-intensive 
production. It is predicted that by 1990 various rural loans will increase to 
7-8 billion yuan. If we include the loans made by agents which have become 





self-managing operations, a total of 8-10 billion will be necessary. Rural 
credit will thus on the average increase about 13 percent each year. 


In the past few years the amount of commercial loans has increased quite 
quickly, each year exceeding the official limits. Commercial loans need to be 
assured, but we absolutely must not allow further instances of taking funds 
away from agricultural loans when money is needed for commercial loans. We 
therefore need to raise the ceiling on commercial loans. Commercial loans 
plans fixed at the beginning of the year can only serve as a guide for the 
whole year. All shortages should be considered together by the People's Bank 
and comprehensively brought into balance. 


Last year's credit policies for township and town enterprises left many 
enterprises unwilling to stop production but unable to invigorate production. 
The portion of funds collected by the masses for running enterprises 
represents almost alli the property acquired since the Third Plenum of the 11th 
CPC Congress; such funds must be treasured and used appropriately. Because 
the township and town enterprises in Anhui are mostly labor-intensive, with 
few mechanical components, the state could provide employment to quite a few 
rural people with rather small investments or loans, achieving high results on 
the investment. But there is a small number of places that have developed 
blindly. At present we should treat various projects in different ways. We 
could as appropriate make borrowing easier and offer support for ongoing 
construction, which promises fairly ‘igh results after entering production, 
and for older enterprises which only lack some circulating funds. New 
construction should be very carefully examined to avoid reduplication of other 
projects and ill-considered undertakings. 


4, Appropriate amounts of cash should be put into circulation. Starting in 
January 1985 the state changed from the previous practice of using the scale 
of credit to determine the amount of currency in circulation, to using the 
amount of currency in circulation to control the scale of credit. The planned 
currency circulation allowances were issued as directives to each province. 
In 1985, 400 million more yuan were circulated Anhui, but this was not enough 
for our expenses, because in 1984 the net amount in circulation in Anhui was 
830 million yuan, including a net circulation in the villages of 590 willion 
yuan. At the same time, due to promotion of the family contract system, the 
number of rural production management units went from the previous more than 
300,000 production teams to the present more than 9 million rural households. 
Settlement of accounts changed from tne previous system, whose unit was the 
production teams and wnich practiced non-cash settlements, to the system whose 
unit is the rural household and which settles accounts with cash. The number 
of private industrial and commercial households grew from more than 7,000 to 
almost 500,000. The quantity of farm products sold as commodities has been 
increasing year by year. These changes have brought annual increases in the 

percentage of the state's cash purchases of agricultural products and 
byproducts, the total value of purchased agricultural products and byproducts, 
and the amount of currency in circulation in the countryside. The annual 
declines in the ratio of market currency circulation to the total value of 
purchased agricultural products and byproducts and the ratio of retail sales 
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of social commodities to market currency circulation have been caused by the 
new conditions arising during the transformation of the rural economy; these 
changes have been contrary to our wishes. 


According to national regulations, the 1985 currency circulation amouuts are 
mandatory. Although Anhui has exerted strict control over cash management, 
370 miilion yuan hed been put into circulation in the province before fall, 
the high season for agricultural product and byproduct purchases. This amount 
is 91.5 percent of the planned control quota. If we do not exceed the planned 
quota, commodity circulation in Anhui will be severely affected. Therefore, 
in order to properly deal with monetary demands of the vast number of 
villages, we must carry out thorough research focussing on the changes in the 
rural economy, so that we may discover the best ratio of circulation to 
demand. Before a perfect solution is found, cash management plans should be 
guidelines, not directives. 
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AGRICULTURE 


GUANGDONG PROVINCE RESOLVES GRAIN SHORTAGES 


HF240411 Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 23 Mar 
87 


[Text] Grain departments in our province recently adopted measures to promote 
the work of making adequate arrangements for the daily life of the masses in 
disaster areas prior to the summer harvest. Due to reductions in grain output 
for 2 years in succession in our province, a relatively large number of rural 
areas have been short of grain. From the end of the last autumn harvest to 
March this year, all areas have provided nearly 100 million kg of relief grain 
in a unified way for those households enjoying the five guarantees and families 
with special material difficulties who have been short of grain, thus easing 
the grain shortages to some extent. However, a considerable number of peasant 
households are still experiencing difficulties in acquiring sufficient supply 
of grain rations. In particular, some areas with serious disasters and some 
old disaster areas are facing greater difficulties in this regard as conpared 
with previous years. In the light of these real conditions, grain deparcments 
in our province have given first place to the promotion of the work of handing 
out grain which the state has sent back to the needy rural areas, sent people 
to conduct in-depth inspections of the grain shortages in families with 
material difficulties, and put the stress on resolving grain shortages for 
households in areas with serious disasters. Regarding households with 
ordinary grain shortages, the grain departments have tried to resolve such 
shortages by organizing self-help production projects and by regulating grain 
sales at negotiated prices. 


Grain departments in all areas have promoted in a planned way the work of 
regulating grain sales at negotiated prices, further strengthened the manage- 
ment of grain markets, and successfully controlled market prices of grain. 
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AGRICULTURE 


HENAN RIBAO HOLDS FORUM ON RURAL REFORMS 
HK181440 Zhengzhou Henan Provincial Service in Mandarin 2300 GMT 17 Mar 87 


[Text] According to HENAN RIBAO, the HENAN RIBAO editorial department 
recently held a forum on deepening rural reforms. The forum noted: To 

ensure sustained and steady growth of our province's agriculture, we should 
lay equal stress op the reform aimed at continuously kindling the peasants’ 
enthusiasm for production and on the input aimed at increasing the -reserve 
strength of agricultural development. Attending the forum were 21 specialists 
in agriculture and responsible comrades from relevant departments. They noted: 
We must continue to regard reforms as the theme [zhu ti] of our rural work for 
this year. In rural work, we must stress the development of multiple economic 
sectors, diversifying operations, and multilayered social undertakings. We 
must do painstaking concrete work in the following aspects: 


We must perfect the system of contractual orders, promote the wholesale 
market in agricultural and sideline products, organize the peasants to 
participate in the promotion of channels for commodity circulation, and 
establish and improve the system of markets for agricultural products. 

While successfully promoting reform of our credit cooperatives, we must 
support the development of various organizations and forms for accommodating 
funds, and develop agricultural funds and labor services [words indistinct]. 
To improve markets, we must start with strengthening organizations and services, 
perfect two-tier management, and stabilize the system of contracted res- 
ponsibilities on the household basis with remuneration linked to output. 

We must continue to readjust the production setup and enable our rural economy 
to turn into a diversified economy with multipurpose economic undertakings. 

We must master the utilization of pricing, tax, at credit, legal, and 
regulatory measures to readjust rural economic operations, and gradually 
establish and improve macroeconomic regulatory mechanisms. 


The participating comrades then made the following suggestions: Within the 
limits of provincial and local financial and material resources, we must 
gradually increase input in agriculture, including irrigation works and 
forestry, animal husbandry, and fishery, and strengthen agricultural capital 
construction. We must also pay attention to developing agricultural service 
industries, strive to provide more chemical fertilizers, farm chemicals, 
plastic film, small farm tools and machines, and other means of production 
for the peasants, and appropriately increase the supply of fuels and [word 
indistinct]. 
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The participating comrades noted: While organizing the peasants to 

increase material input, promote the accumulation of labor, and use limited 
funds well, we must pay special attention to short-term input, energetically 
popularize the application of existing scientific and technical achievements, 


improve management, train [words indistinct] producers, and tap potential 
energies. 
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AGRICULTURE 


POSSIBLE SOLUTIONS TO YUNNAN'S GRAIN PROBLEMS DISCUSSED 


Kunming JINGJI WENTI TANSUO [INVESTIGATION OF ECONOMIC PROBLEMS] in Chinese No 
10, 20 Oct 86 pp 24-26 


{Article by He Ning [0735 1337]]: "Some Thoughts on Yunnan Province's Grain 
Problem" 


[Text] I. The Grain Situation. 


Since the 3d Plenum of the 12th CPC Central Committee, the grain situation in 
Yunan has gradually improved. In the historic harvest of 1984 grain production 
surpassed 20 billion kg for the first time. Also for the first time, selling 
grain became difficlt because some people based their prices on an overly 
optimistic view of the grain harvest and of future grain production. As 
experiments on changing the marketing system from centralized and assigned 
procurement to contract procurement which began in 1985 proceed, the reality 
of great changes in the system of planting and cultivation and periodic 
disasters will severely test the contract procurement systen. If the 
contract procurement system is thoroughly implemented it will make it 
difficult to maintain the original distribution of the grain market. If the 
state intervenes in the peasant markets under the contract procurement system, 
the treasury will have to pay an even higher price. Either alternative will be 
difficult for society and for the state to accept; thus required sales will 
unavoidably enter into the implementation of the contract procurement system. 
However this trial of the contract procurement system during 1985 revealed the 
grain situation in Yunan clearly and unmistakably. 


1. Imadequacy of the means of production. China has 32.7 percent of the 
world's agricultural workers but has only 9 percent of the world's arable 
land. This one-third of the world's agricultural workers have only one- 
eleventh of the world's arable land. The great significance of this fact for 
China, where agriculture occupies too large a place in the national economy, 
is that the means the villages depend upon for survival are inadequate. Thus 
the pressure of village employment and the means of exchange of the peasantry 
on the arable land is too great. The number of peasants in Yunan who rely on 
each unit of arable land is somewhat higher than in China as a whole. Moreover 
the peasants of Yunan rely on the land for their survival more than peasants 





in China as a whole. These facts have made grain the principal crop produced 
on Yunan's arable land. Price adjustments are larger here than in the rest of 
the country; small price fluctuations have important consequences. 


2. The low level of grain production and the weak foundation for macroscopic 
material equilibrium. The achievement of the Chinese people in supporting 22.1 
percent of the world's population on just 9 percent of the arable land is 
unparalleled and difficult. In Yunan there is just 1.3 mu of arable land per 
person, 0.2 mu less than the Chinese average. When the overall economic 
backwardness of Yunan is also taken into consideration, Yunan becomes a region 
where the proportion of land to people is too small and per capita grain 
production is too low. In 1984 when Yunan set a grain production record there 
were 597 jin of grain per person, one-third lower than the average for China 
as a whole. Shortages of land and grain have made the foundation for Yunan's 
provincial grain equilibrium weak. The 1984 harvest was 2,789,000,000 jin 
greater than in 1980 while state procurements also increased by 2,737,000,000 
jin. Yet even at this historically high level of harvest and state 
precurement the macroscopic grain balance for the entire province was still 
below the equilibrium balance point despite great efforts. Let us consider the 
supply of grain to the cities and townships. The consumption of grain finished 
products and processed meat, poultry, and dairy products by the population of 
Yunan's cities and townships is clearly below the Chinese national average. 
The peasant population has 564 jin of grain per capita annually, 1/3 less than 
the average for China's peasants as a whole. In order to maintain this 
macroscopic distribution and distribution at this level 86.1 percent of 
Yunan's planted land is needed vs. 79 percent for China as a whole. The Yunan 
Provincial treasury pays a high price for this. Moreover this balance depends 
to a large extent upon the weather in any given year. 


3. The foundation and prospects for grain production. In this context of the 
shortage of land and grain we must consider the fact of low grain yields and 
their far reaching effects. In 1983 the average grain yield per mu in Yunan 
was 367 jin but 453 jin in China overall. Low productivity plays a greater 
role in the difference in the level of grain production separating Yunan from 
China as whole. This gap shows that Yunan has a fairly large potential for 
increased production but this gap is determined by the conditions of 
cultivation and other conditions. It will be very difficult to make rapid 
improvements in these areas. 


In the 5 years 1980 to 1984 grain production in Yunan rose 16.1 percent, or an 
average annual increase of 3.8 percent. This is much faster than the 2.7- 
percent average increases since 1949. Since the regularization of the partial 
payment in kind and partial payment in cash responsibility systems and of 
fixed grain prices, these stimuli have become a normal part of the system. 
They no longer function as incentives. A period of slow and steady growth has 
already set in. Two-thirds of Yunan's arable land is in the mountains where 
the special difficulties of cultivation there plus clearing too much land have 
created a lot of pressure tending to reduce the land area under cultivation. 
Moreover the weak economic forces in the mountainous areas are not strong 
enough to stop this weakening tendency in their areas. Although most of the 
land in these areas is of medium and low productivity, there is potential for 
increased production there, too. However it is very difficult to decide the 
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proper course made under pressure to reduce the burden placed on nature as 
well as to increase grain production. Some of these contradictions can be 
softened by changing the species under cultivation and the proportions of the 
species under cultivation. However, given the present grain equilibrium in 
Yunan, it would be very difficult to find the land needed for crop rotation. 
Although improvements in technology can increase yields, significant increases 
will also depend upon the addition of material factors, the improvement in the 
conditions of cultivation as well as economic and environmental policies 
appropriate for the locality. Most of Yunan's most productive land is 
concentrated in the one-third of the arable land found on the plains. 
Production in this area has already increased as much as is possible with 
present technology. Further large increases in production there are unlikely. 
Throughout the province, agricultural land is being invaded by new capital 
construction. Calls to defend production are getting louder. Thus these areas 
can only serve to increase the commodity rate and the amount of commodities in 
circulation. However, under the policy of the assigned procurement of grain 
commodities there is an acute contradiction between a high commodities rate 
and low economic efficiency. Judging from the overall situation, increasing 
grain production will be very difficult. History has created a situation in 
Yunan of high intensivity but low productivity in grain production; it is 
difficult to raise the level of grain production and ‘conditions for fully 
exploiting natural resources are poor. Thus, over the long term, the 
improvement of the grain situtation in Yunan probably depends upon. the 
exchange of capital and thus the exchange of resources. Moreover the 
deterioration of the environment and the frequency of natural disasters also 
militate against increasing grain production in Yunan. 


4. The difficult problems of the equilibrium of grain production in Yunan did 
not appear suddenly; they have existed for many years and attracted attention 
only with the difficulties of the last few years. 

Before the 3d Plenum of the 11th CPC Central Committee, the low level of grain 
production and the single-product village economic structure made the 
foundation for the macroscopic distribution of grain and for prices weak but 
the policy of assigned grain procurement assured a balance in the distribution 
of grain to the population of the cities and the townships. As a result, the 
enthusiasm of the peasants for cultivating grain steadily declined. Since the 
3d Plenum of the 11th Central Committee, the state has gradually raised the 
price of grain sold under the imposed sales system, reduced the number of 
grains covered by this system while implementing a system of free trade in 
grain. This restored the enthusiasm of the peasants 


growing and selling grain. These measures gradually eased the grainstuff 
supply situation in the province as the system of macroscopic distribution 
placed greater stress on the interests of the peasants and to the demand of 
the cities for nonstaple grain. This gradually brought the grainstuff 
Situation in Yunan to equilibrium and self-sufficiency but placed a great 
financial burden on the state. The primary distribution of grain followed a 
route through the state treasury; this caused problems in subsequent 
redistribution (especially distribution to the cities) causing a structural 
contradiction betweeen the surplus in low-quality grain and a demand from 
society for good-quality grain which cannot be satisfied. Thus improvements in 
the grain situation proved to be illusory. The intention of the 1985 policy 
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Was to provide guidance to assure the adequate macroscopic distribution of 
grain to the cities (to assure the macroscopic distribution of grain by 
combining fixing procurement quantities and prices) to replace the the system 
of all grain being sold at the fixed price. However unfavorable conditions 
made bringing this task to fruition difficult. 


Experiences in grain production and policy over the last few years show that 
the distribution of grain in Yunan has a double significance: the renumeration 
of the peasants and material equilibrium for the population in the cities and 
townships. The objective of the peasants in producing grain, besides paying 
their taxes in kind and providing for their own grain needs, is to realize the 
greatest possible economic benefit. However the demand from the population in 
the cities and the townships during China's long period of low consumption to 
accumulate capital and the long-term shortage of grain products has not made 
it possible to implement a market system of grain distribution. Since wages 
are low, grain prices must also be low. This demand of the urban population 
for grain has been protected for a long time by low prices for grain. Very 
obviously there is a contradiction when the same grainstuff is to provide 
economic benefits to the peasants and welfare to the residents of the cities 
and townships. Although Yunan Province has a weak foundation for producing 
grain and has difficulty in maintaining equilibrium in the distribution of 
grain, price equilibrium is even more difficult. Under the system of 
centralized state procurement and sales, the balance entirely depends on the 
ability of the state treasury to make payments. When the objective is to 
assure the generous distribution of grain to the urban population, the 
treasury will be generous or the enthusiasm of the peasants to cultivate grain 
will decline. If the balance shifts toward the peasants and they receive 
greater compensation, their enthusiasm for growing grain will increase and the 
burden on the treasury will be too great. If there is a surplus of grain the 
balance will swing towards the treasury; the financial burden on the state 
will be reduced but the enthusiasm of the peasants for cultivating grain will 
decline. Oscillations of this kind are unavoidable under the system of 
centralized procurement sales. 


However, since the 3d Plenum of the 1!th CPC Central Committee, the results of 
the reduction of the public and surplus grain bases and implementation of the 
free market pricing policy has somewhat improved the production and 
distribution of grain in Yunan Province. However in this very underdeveloped 
province with a very limited state treasury, given the balance of interests 
between city and countryside the the present base for grain cultivation, 
neither the system of centralized procurement and the the market alone can 
assure the macroscopic distribution of grain. 


Il. On the Relationship Between the State Grain Purchase Contract Base and the 
System of Macroscopic Harmonization 


The state grain-purchasing contract is based on the historic level of the 
public, surplus, and above-quota procurement grain bases once they have 
settled down over a 5-year period and hold them steady over the medium term. 
This system has three functions: first, it preserves to a large extent the 
original distribution of the commodity; second, it sets taxes at a point which 
balances the interests of the state and the peasants on a historical and 
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realistic basis; third, it not only assures that prices and production will 
remain at the original level, it clearly defines the limits of both the old 
and the new systems with respect to both payments in kind and prices. Through 
the contract, conditions can be created for both in-kind payments and price 
balance in macroscopic distribution throughout the province. Deficiencies can 
be remedied by the treasury's intervention on the market to bring about a 
harmonious balance on these two levels. It also permits the interests of the 
peasants and the state to be basically stabilized under the old system. This 
ends the overly large shifts in the overall balance of interests which 
prevented peasants from acting with the medium and long term in mind. This 
contributes to the stable medium- and long-term development of the villages. 


Through centralized grain procurement contracts, the burden of supporting the 
cities becomes regular and distinguishes clearly benefits from the old system 
and the newly increased benefits from the new system. The base covers the tax 
which the peasants are obliged to pay to the state. This function of the tax 
directly corresponds to the grain welfare policy for the population of the 
townships and the city and to ensure the balance between the interests of the 
city and the countryside. Outside the base there are commodities which permit 
peasants to earn new economic benefits through the market and draw the newly 
increased benefits of the city and the countryside together through the 
marketplace. The dual system of state grain-purchase contracts and the 
harmonizing principles of taxation and the exchange of commodities places 
limits on the centralized procurement system and provides the equilibrium in 
prices and in payments in-kind required for a stable transition between the 
old and the new systems. This will provide in general the original macroscopic 
distribution of income. Moreover the new benefits of the new system can begin 
to come into play without excluding the old system. It is to be hoped that on 
the basis of the stability guaranteed by the old system the new one will 
grow through market incentives to create a more prosperous material 
foundation. 


However, if the harmonious system described above is to be implemented over 
the medium and long term and establish a stable distribution of grain and 
harmonize regional interests, a relatively firm and restrictive policy will be 
needed. The restrictive policy should include both macroscopic and gicroscopic 
restrictions which use fiscal price supports to prevent grainstuff scarcity 
caused by reductions in grain cultivation. The ultimate objective of these 
restrictions remains equilibrium in the macroscopic distribution of material 
and in prices. The restrictions address two main problems: the agricultural 
land taken by the cities and townships for capital construction and the use of 
grain crops and cash crops. 


The restrictive macroscopic general policy is aimed at the behavior of the 
governments of the regions (rural districts, cities and their counties) after 
they have made the centralized procurement base contract. When the extent of 
the growth of capital construction in a city or township forces an adjustment 
in the structure of cultivation, the locality must assume the responsibility 
for assuring the equilibrium in purchases and sales within the base contract 
which results whether this affects a few purchasing index contracts or a 
larger subsidy of grain from the state treasury to stabilize prices. 
Regardless of whether this affects a few purchases or large expenditures, the 
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difference in kind and in prices created thereby should be handled by the 
treasury of the local government by making purchases or sales on the market. 
Thus, to ensure the equilibrium in purchases and sales under the index 
contract, local activities which inhibit increases in grain production must 
pay a corresponding price. All relevant decisions must keep the relationship 
between prices and incomes in balance. This creates a system under which the 
localities can make decisions for themselves while putting restrictions on 
their behavior. Over the last several years, localities throughout the 
province have been acting out »%f their own interests and reducing the area 
under grain cultivation. Regardless of what effect this has had on the grain 
production of the entire province, it has objectively created conflicts of 
interest between localities. This is because the system has no restrictive 
macroscopic policies corresponding to taxes in kind; thus, adjusting the 
contradictions between the structure of agricultural production and grain 
production involves, to a large extent, contradictions between the interests 
of localities. These contradictions through restrictive macroscopic policies 
can be handled separately on a market basis. 


Restrictive microscopic policy addresses the reduction of land being planted 
in grain. It provides compensation for land under cultivation. This policy is 
determined by two factors. The first factor is occupation fees (or taxes) 
taken for the agricultural land unavoidably occupied by capital construction 
in the cities and townships. These fees are used to create new land for 
commodity crop cultivation or to contribute to the state's fund for buying and 
Selling grain at a negotiated price. State intervention on the market 
compensates for the decline in the base, restoring the original equilibrium. 
The fee is collected from the purchaser of the occupied field; where the 
occupation does not involve a purchase, the fee is collected from the 
occupier. The ree is set according to the variation it causes from the posted 
market price and the number of years that will be required for production to 
return to the appropriate level. The second aspect is that peasants who change 
the use of their own land will not be exempt from sales according to the base 
contract; having made the change themselves, they will be responsible for 
arranging to procure grain in order to satisfy the contract. 


In general the point of both macroscopic and microscopic restrictive policies 
is to ensure that the state can obtain a certain amount of grain and a certain 
sum in tax payments through compensatory measures. The centerpiece of the 
policy which assures stability is price adjustment, or compensation; this has 
a large braking effect on changes in the amount of land under cultivation. The 
flexibility of this system,which uses the exchange of goods on the market to 
adjust prices, has two natural consequences. The price adjustments going 
through the market compensate for deficiencies in the base for that good and 
increase the proportion of commodities on the free market. This necessarily 
Stimulates greater grain production by shifting a portion of the national 
income to grain production. The centralized procurement base can be balanced 
through price adjustments. Moreover the shift of personal income into grain 
production and the transition period in the tax system are part of the same 
process. Local comparative advantages are behind this shift and this 
transition; thus differences in income become a factor in the operation of the 
economy. This creates a system inwhich macroscopic balance and local 
comparative advantage both operate. Once taxes in kind have actually been 
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commuted to monetary taxes they will not disturb the macroscopic distribution 
of materials and the distribution of benefits. New possibilities will appear. 
The principal aspect of this plan is to adjust the structure of village 
agricultural production and to adjust the relationships of regional economic 
advantage so that they will develop under the conditions of fair competition. 
The results will, by adjusting to local conditions, be consistent with the 
best interests of the regions. 


Naturally, establishing a new harmonious system will not fundamentally solve 
the grain problems of Yunnan (such as how to achieve the national level of per 
Capita grain production). The scheme described above, given the present 
Material basis, may harmonize more completely the conflicts of interest 
centering on the grain production problem. By harmonizing these contradictions 
better it may reduce the economic pressure the grain problem places on the 
entire province. A fundamental resolution of the grain problem will involve 
the distribution of labor among regions both inside and outside the province. 
The heart of the matter is the exchange of resources, but the opportunity to 
exchange resources depends upon the accumulation of capital. To a large extent 
this depends upon the development of industry in Yunan. The policy proposals 
presented above are relevant whether Yunan is to be achieve balance through 
self-sufficiency or by expanding interprovincial trade. A compensating and 
restricting policy contains elements appropriate for a system of 
interprovincial or international trade. 
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AGRICULTURE 


BRIEFS 


JILIN AQUATIC PRODUCTS--In 1986, despite being hit by serious flooding, the 
total aquatic product output of Jilin Province reached 38.339 million kg, a 
record high. [Summary] [Changchun Jilin Provincial Service in Mandarin 1030 
GMT 17 Mar 87 SK) /9738 


HENAN WATER CONSERVANCY PROJECT--Zhengzhou, 19 Mar (XINHUA)--A key water 
conservancy project on the Huang He will be built in Henan's Mengjin county. 
Construction of this project, known as the Xiaolangdi Key Water-control project, 
is scheduled to be started in the seventh 5-year plan and completed in 10 
years. This is a multi-purpose project, which will not only prevent floods 

and reduce sedimentation in the lower reaches of the river, but also serve 

the purposes of irrigation and power generation. Main parts of the project 
will be a 12.65-billion-cubic meter reservoir, 15 tunneled canals, 1 open 


flood-drainage channel, and 1 emergency flood-drainage channel. [Summary] 
[Beijing XINHUA Domestic Service in Chinese 0922 GMT 19 Mar 87 OW] /9738 
; 
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CONSTRUCTION 


OFFICIAL ANSWERS HOUSING REGISTRATION QUESTIONS 
0OW131413 Beijing XINHUA Domestic Service in Chinese 0710 GMT 12 Mar 87 


[Excerpts] Beijing, 12 Mar (XINHUA)--After XINHUA reported not long ago that 
ownership of urban houses must be registered and certified, many people have 
written asking for more specific details. Recently, a reporter visited a 
leading official of the Ministry of Urban and Rural Construction and Environ- 
mental Protection and asked him questions about certain issues of public 
concern. 


Question: What is the purpose of registering and certifying ownership of 
urban houses? 


Answer: The registration and certification of ownership of urban houses are 
necessitated by the constitutional provisions that the state “protects 
socialist public property," and “protects the right of citizens to own 
lawfully-earned income, savings, houses, and other lawful property." After 
authenticating and registering housing ownership, the government will issue 
a legal document to the owner--unit or individual--to certify ownership. 
With this document, the owner's control and use of his own estate will be 
protected by state law. 


Question: What is the scope of registration and certification, and whose 
houses need to be registered and certified? 


Answer: The scope covers all public and privately-owned houses in cities, 
county seats, organic towns, and industrial and mining areas. Specifically, 
this includes houses owned by the state's administrative units, the military, 
enterprises, and institutions; collectively-owned houses; privately-owned 
houses; houses owned by religious groups; houses owned by Sino-foreign joint 
ventures, and other houses. 


Question: What sort of houses are eligible for registration and certifica- 
tion? 


Answer: First, the house must be legitimately owned according to China's 
relevant laws and policies. Second, ownership of the house must be fully 
certified with the necessary papers. Third, ownership must be noncontro- 
versial. 
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Question: When will the registration and cert.fication begin and end? 


Answer: The project will begin this year, and is scheduled to be completed 
in 2 to 3 years. 


Question: What ought to be done if ownership changes after a house has been 
certified? 


Answer: If that happens as a result of selling, buying, giving away as a 
gift, transferring, inheriting, partitioning, expanding, or reducing in size, 
reregistration and recertification at housing administrative organs are 
necessary. 


The leading official concluded by emphasizing that, to fulfill their obligation 
as well as to be entitled for the state's legal protection, all house owners 
must, as required by local governments, provide factual information about 

their estates for registration and certification, and submit all the necessary 
papers for inspection. He said anyone who refuses to register, who falsifies 
or holds ‘back information, or resorts to deception will have his or her 
responsibilities investigated according to law. 


/9738 
CSO: 4006/448 


60 








CONSTRUCTION 


CHANGZHOU BUILDS NEW HOUSING USING PRIVATE FUNDS 
OW311732 Beijing XINHUA in English 1455 GMT 31 Jan 87 


[Text] Nanjing, 31 Jan (XINHUA)--A new residential quarter consisting 
of 4,141 commercial apartments is on sale in Changzhou, one of China's 
cities experimenting with commercialization of housing. 


This is part of the effort to solve the acute urban housing shortages, Wang 
Shourong, manager of the Changzhou company under the China Housing Construc- 
tion and Development Corporation, said here today. 


China began the experiments in Changzhou, Jiangsu Province, Zhengzhou, Henan 
Province, Shashi, Hubei Province, and Siping, Jilin Province, in 1982. 


The new residential quarter consists of 124 buildings in various styles with 
harmonious colors and surrounded with a stream and arched bridges and has three 
grades of apartments. The first-grade apartments, each with a living space 
exceeding 100 square meters, are specially for overseas Chinese. The second- 
grade apartments each have two to four bedrooms and a living room, and another 
kind of apartment each has one bedroom and one living room or only one bed- 
room. The first- and second-grade apartments contain toilets, kitchens, 
closets and common tv antenna and sockets. 


Since the company was founded in 1981, the manager said, it has built five 
resideatial quarters and offered a total of 17,000 apartments, all built with 
money raised by the company without asking the state for money. In China, 
housing used to be built and allocated by working units with state money at 
nominal rents. 


Now the experiments with commercialization of housing have spread to most 
cities and even in some rural areas housing construction and development 

companies have emerged. This is deemed as the quickest way to ensure an 

apartment for every family by the end of this century. 


/9738 
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CONSTRUCTION 


HAINAN LISTS 1986 CAPITAL CONSTRUCTION ACHIEVEMENTS 
HK170301 Haikou Hainan Island Service in Mandarin 1100 GMT 15 Mar 87 


[Text] Last year our region did well in fulfilling plans for investments in 
fixed assets. The investments in fixed assets completed by our region's units 
under ownership by: the whole people last year totaled 1,279 million yuan, an 
increase of 5.77 percent as compared with 1985. The proportion of capital 
construction investments in the investments in fixed assets under ownership 
by the whole people in 1986 showed a slight decrease as compared with 1985. 
During the second half of 1986, in accordance with the spirit of the State 
Council's stipulations on controlling the scale of investments in fixed 
assets, our region conducted a checkup of capital construction projects. 
Last year, the number of capital construction projects in our region reduced 
by 365 projects as compared with 1985. The reduced new projects were mainly 
small-scale cultural, educational, and public health projects. Among the 
completed investments in capital construction in 1986, the proportion of 
productive construction on nonproductive construction was 1 to 0.6, the pro- 
portion of productive construction investments increased to 61 percent from 
the previous year's 54 percent, and the proportion of nonproductive construc- 
tion investments reduced to 39 percent from the previous year's 45 percent. 


While controlling the scale of capital construction in 1986, the whole region 
increased investments in transformation and renovation and developed intensive 
form of enlarged reproduction. The number of construction projects for 
transformation and renovation purposes that were completed or made available 
to the users in our region last year totaled 351, with the completed invest- 
ments amounting to 275 million yuan, thus topping the highest level in history. 
The capacities and beneficial results of those industrial projects for trans- 
formation and renovation purposes that were completed or put into operation 
last year mean an annual increase of industrial output value amounting to 

115 million yuan and also mean an annual reduction of material consumption 
amounting to 200,000 yuan. 
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CONSTRUCTION 


SICHUAN CUTS CAPITAL CONSTRUCTION INVESTMENT 
HK180225 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 17 Mar 87 


[Text] According to SICHUAN RIBAO, a reporter has learned from the provincial 
departments concerned that the province will reduce its planned capital 
construction investment from provincial funds by some 120 million yuan, and 
the investment from prefectural and city funds and the funds of various pro- 
vincial departments by 41 million yuan. In addition, a number of prefectures 
and cities will cut investment from local funds by 340 million yuan. A 
number of key construction projects that must be guaranteed have also been 
identified. This move will play a positive role in stimulating the drive to 
increase production and practice economy and increase revenue and cut spending 
and in ensuring steady economic development in the province. 


At the beginning of this year, in accordance with the guidelines and principles 
of the CPC Central Committee and State Council on cutting capital construction 
investment, the departments concerned in Sichuan took stock of the province's 
construction projects, arranged them in order or prior priority, and re- 
examined them. On this basis, they explicitly proposed that all-round 
guarantees must be provided in capital, material, and construction forces for 
14 construction projects and 18 technological transformation projects that 

can be put into operation before yearend. The construction of these projects 
should be spurred and they should be put into production as soon as possible. 


The departments concerned have also designated 27 energy, communications, 
telecommunications, raw materials, and water conservancy projects and tech- 
nological transformation projects that have a relatively big impact on the 
province's economic development as key construction projects for this year. 
The figure for construction investment raised by the prefectures and cities 
and provincial departments concerned is to be cut by [words indistinct] yuan. 
Construction of 11 projects paid for out of provincial funds will be sus- 
pended. A number of non-productive projects will be reduced in scale, 
lowered in standard, or temporarily halted. 
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CONSTRUCTION 


BRIEFS 


TIANJIN, WORLD BANK LOAN--Tianjin, 28 Feb (XINHUA)--An agreement was signed 
here today that involves a U.S. $130 million World Bank loan to be used to 
expand port facilities. The project also involves investment of 370 million 
yuan (U.S. $100 million) from Chinese side. It will add 12 berths, which can 
handle an additional 6.28 million tons of cargo a year, and supporting 
facilities for the new berths. The present annual handling capacity if some 
20 million tons. The project will give the port its first berths to handle 
coke, non-metal mineral ores and mining equipments, thus greatly diversifying 
its capacity. Eleven of the new berths can accommodate ships of more than 
10,000 tons. They also include three container handling systems. An 
engineering company under China's Ministry of Communications won the bid 
against 12 other contractors from 7 countries to consolidate 2150 meters of 
beachhead to enable the berths to be built. [Text] [Beijing XINHUA in 
English 1551 GMT 28 Feb 87 OW] /9738 


FAMILIES RECEIVE NEW APARTMENTS--Shanghai, 14 Mar (XINHUA)--Shanghai, China's 
largest industrial city, will offer new apartments to 6,000 families this 
year to mark the international year of shelter for the ' -meless, a local 
official said today. A survey of local housing conducted in 1985 and 1986 
showed, "16,600 of the city's 2 million households occupy living space of less 
than 2 meters per person, and many large families share crowded living 
quarters with no toilets. In a bid to improve living conditions, between 

1981 and 1985 the city invested 4 billion yuan (U.S. $1.1 billion) to build a 
record amount of new housing, with a total floor space of more than 20 million 
square meters," the official said. Next year the city plans to provide new 
housing for all individuals now living in less than 2 square meters. "Shanghai 
will continue to build more new apartment buildings in the future to gradually 
solve the housing shortage problem," the local official said. [Text] 

[Beijing XINHUA in English 1111 GMT 14 Mar 87 OW] /9738 


AUDITS ON CONSTRUCTION--Beijing, 17 Mar (XINHUA)--China's state auditing 
administration this year will check the revenue and expenditures of construc- 
tion projects being undertaken by 5,700 workunits nationwide, today's ECONOMIC 
DAILY reported. In accordance with the state council's call for curbing 
capital construction and raising cost-efficiency, it is auditing the funding 
sources of these projects which are not covered by state planning. Currently 
32 percent of these projects have inadequate funds or are using illegal funds 
for construction, said the paper, quoting administration officials. [Text] 
[Beijing XINHUA in English 1037 GMT 17 Mar 87 OW] /9738 
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HUANG HE BRIDGE--Yinchuan, 16 Mar (XINHUA)--Construction of a highway bridge 
on the yellow river at Shizhuishan in the Ningxia Hui autonomous region began 
today. At present, more than 2,000 trucks have to be ferried across the 
yellow river there a day. Shizhuishan is an important stop on the Baotou- 
Lanzhou highway. The 554-meter-long and 12-meter-wide bridge is being built 
with 16 million yuan jointly invested by the state and the region. Upon 
completion in October 1988, it will help boost economic and cultural exchanges 
between Ningxia and the inner Mongolia autonomous region, and improve trans- 
port conditions in northwest China. The 5,464 km yellow river is China's 
second-largest. More than 60 bridges have been built on the river over the 
past three decades. [[Text] [Beijing XINHUA in English 1445 GMT 16 Mar 87 
OW) /9738 
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TRANSPORTATION 


AUTONOMOUS PREFECTURE FORMS TRANSPORT NETWORK 
0W151400 Beijing XINHUA in English 1122 GMT 14 Mar 87 


[Text] Changsha, 14 Mar (XINHUA)--A communication and transport network is 
taking shape in a remote autonomous prefecture which had no road routes 
before 1979, said a local government official. 


"The Xiangxi autonomous prefecture of Tujia and Miao nationalities in Hunan 
Province has built 154 highways totaling 5,662 kilometers by the end of 1986," 
said the official, adding “the road links now connect 97 percent of the 
villages and towns in the prefecture." 


"The remaining eight remote mountainous areas are making efforts to link their 
home towns with main trunk lines in the province scheduled to be completed at 
the end of the year,” the official said. 


The prefecture is rich in timber and tung oil. But local people have to 
carry goods out of the mountainous area using shoulder-poles or back packs. 


"Now the highway and railway network handles nearly 4 million tons of goods 
and 16 million passengers every year, increasing 59 times and 1,093 times 
respectively since 1955," said Zhao Wenlong, an engineer of the local 
communication bureau. 


With the developing transportation network in recent years, the prefecture 
has set up economic links with enterprises in 18 provinces. They earned 65 
million yuan and had profits and taxes of some 7 million yuan in the past 
three years. 


As the prefecture is near a national forest park, the government plans to 
invest in the construction of an airport to attract more domestic and foreign 
visitors. 
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TRANSPORTATION 


GUANGDONG RADIO ON UNAUTHORIZED CHECKPOINTS 
HK160746 Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 14 Mar 87 


[Text] A reporter of this station recently discovered that departments of 
industry, commerce, tax, and highway administration under some counties alon, 
the Guangzhou-Shantou highway have violated relevant state regulations and set 
up unauthorized checkpoints to check up on vehicles along the highway, thus 
creating man-made chaotic management and traffic jams. Governments at all 
levels should attach importance to these unhealthy tendencies. 


This reporter witnessed a highway administration staff member intercepting 
and checking up on vehicles along the vital communications line in Huidong 
County town and some tax collectors checking up on vehicles along the highway 
between Huidong and Haifeng. Due to the lack of any knowledge of directing 
traffic, a staff member engaged in checking up on vehicles along the highway 
was wearing a pair of foam-rubber slippers and standing in the middle of the 
highway to intercept vehicles at will. As a result, drivers were at a loss as 
to what to do and traffic was chaotic. 


This reporter has learned that traffic accidents have been caused by such 
unauthorized checkpoints set up by departments of counties and cities at 
various sections of the Guangzhou-Shantou highway, including Zhengcheng, 
Huizhou, Huiyang, Huidong, Haifeng, Lufeng, Puning, and Chaoyang. Due to 
these phenomena, drivers are terribly upset and travellers have a lot of 
complaints, thus adversely affecting traffic safety and previously unblocked 
lines of communication. Last year the State Council issued a circular on 
reforming the system of road management and traffic control and clearly 
stipulated that no department other than a public security organization is 
allowed to set up checkpoints to intercept and check up on vehicles along 
roads. According to the circular, if a department finds it necessary to check 
up on vehicles along a road, it must get the approval of the relevant public 
security department and must carry out such a checkup together with public 
security and traffic control personnel. However, some departments along the 
Guangzhou-Shantou highway are still paying no heed to these stipulations. It 
is hoped that governments at all levels will attach importance to quickly 
rectifying these chaotic traffic management phenomena. 
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TRANSPORTAT ION 


TUNNEL WORK DELAYS UPGRADING HENYANG-GUANGZHOU RAIL LINK 
HK170216 Beijing CHINA DAT!.Y in English 13 Mar 87 p 1 
[Article by staff reporter Dai Beihua] 


[Text] Shaoguan, Guangdong--With less than 70 meters still to go, the 
construction of China's longest electric railway tunnel has been slowing down 
after a year of accelration. 


The 14.3 kilometer tunnel project, one of the most difficult along the new 
Hengyang-Guangzhou line, is now entering its most difficult phase. Because 
of geological conditions, the construction has had to slow donw, Liu Dachun, 
head of the project, told CHINA DAILY. 


About 64 meters now remain to be dug, Liu said. However, the tunnel will 
be finished around 10 April. 


The Mt. Dayao Tunnel in Lechang County about 240 kilometers north of Guangzhou, 
will shorten the present railway route by 15 kilometers. Using a new Austrian 
tunneling method and armed with the latest imported equipment, work on the 
tunnel has progressed efficiently, said Liu. 


The equipment, costing $20 million, has helped to increase efficiency by 
an average of 5.6 percent, compared with work in the 1950's when China's 
Baoji-Chengdu Railway was built. 


The work force has also been reduced for this project. Dozens of workers are 
now enough for the work in one side of the tunnel, instead of 1,300 in the 
1950's. 


The building of the rail line from Hengyang in Hunan Provinde to Guangzhou 
started in 1978. It proceeded slowly with an allocation of 150 million yuan 
a year until 1985 when the state allocated 630 million yuan to speed up 
construction. 
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The Hengyang-Guangzhou Railway is one section fo the double tracking of 
China's main line from Beijing to Guangzhou. A double track line has been 
built many years ago between Beijing and Hengyang. But the single line 
section between Hengyang and Guangzhou was built in 1936. The new 540- 
kilometer section of the railway is being built in an area full of steep 
slopes. Although this stretch was rebuilt and upgraded after 1949, only 1l 
million tons of freight a year were carried till 1982. 


The new railroad, including 61 single and double track tunnels which total 
53.07 kilometers, 124 single and double track bridges of 16.76 kilometers and 
a double track electric railway of 155 kilometers, will be oepn to traffic 

in 1988. 
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TRANSPORTATION 


WORK RESUMES ON NEW CHANG JIANG BRIDGE 
OW111204 Beijing XINHUA in English 1134 GMT 11 Mar 87 


[Text] Beijing, 11 Mar (XINHUA)--Construction of the Jiujiang Yangtze bridge 
in east China's Jiangxi Province is in fullswing after a 15-year holdup, 
according to CHINA DAILY. 


The Jiujiang bridge is the eighth over the world's third longest river, 
the Yangtze. This key project is to link Beijing and Guangzhou via Jiujiang, 
hub of water and land communications in the river's middle reaches. 


Beginning in 1972, work on the 150 million yuan (U.S. $40 million) rail and 
road bridge was near completion with 10 giant concrete piers and parabolic 


railway and highway approaches erected, when work came to a halt in 1981 due 
to a lack of funds. 


As the existing Beijing-Guangzhou railway becomes busier, Vice-premier Wan Li, 
on an inspection tour of the site last November, urged the state planning 


commission and the ministries of railway and communications to resume the 
work. 


The project was soon included in the seventh five-year plan (1986-90). The 
remaining 30 percent of the unfinished work includes 11 steel girders, 40 
concrete prestressed beams on the south bank's highway approach, four 
bridgeheads, and railway and highway bridge floors. 


To speed construction and cut costs, the ministries and provincial govern- 
ments plan to open the highway floor to traffic first, and delay building the 
railway and bridgeheads. However, the 7,600-meter-long bridge is scheduled 
to be put into full service by 1990. 
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TRAN SPORTAT LON 


BRIEFS 


CONTAINER CARGO SERVICE DATA--Beijing, 13 Mar (XINHUA)--China's container cargo 
service moved more than 21 million tons of goods last year, a 28.6 percent 
increase over 1985. "To date, 34 of China's major railway stations accept 
container cargo, and 17,000 containers were shipped last year," the current 
issue of INTERNATIONAL BUSINESS reported. To facilitate the growing container 
transport business, factories are producing special train cars which can 
accommodate 10 tons of containers simultaneously. The service's trial 
operation on three trunk railway lines, which began last December, proved the 
new cars can increase handling capacity by 45.7 percent. At the end of last 
year, 18 international container cargo transfer stations had been built in 
major coastal cities including Tianjin, Qingdao, Shanghai and Guangzhou, the 
paper reported. “Container air routes linking major Chinese port cities with 
southeast Asian countries, Hong Kong, Canada and the United States were 

opened last year,” the paper said. [Text] [Beijing XINHUA in English 1123 
GMT 13 Mar 87 OW] /9738 


RECORD FREIGHT VOLUME--Beijing, 11 Mar XINHUA --Today's economic news briefs: 
Qinhuangdao Harbor in Hebei Province handled 48.72 million tons of cargo last 
year, next only to Shanghai. Of this figure, 31.5 million tons were coal, 

and 12.1 million tons, crude oil. The annual handling capacity of this harbor 
is expected to exceed 100 million tons by the year 2000. [Text] [Beijing 
XINHUA in English 1308 GMT 11 Mar 87 OW] /9738 


NEW AIR ROUTE SERVICE--Yesterday, the first flight between Tianjin and Urumqi 
proved successful. The passengers on board took only 4 hours to fly on this 
air route from Tianjin by the side of Baohai to Urumqi at the foot of Tian 
Shan. Another new air route between Tianjin and Chengdu will begin service 
today. [Text] [Tianjin City Service in Mandarin 0030 GMT 17 Mar 87 SK] 
/9738 


ZHOUSHAN ISLANDS TO OPEN--Hangzhou, 17 Mar (XINHUA)--China has decided to 

open the Zhoushan Islands off the coast of Zhejiang Province to foreign 
vessels beginning 1 April, provincial officials said today. This is expected 
to relieve the burden on Shanghai and Ningbo ports, according to the officials. 
The islands, one of China's major fishing bases, will open three of its ports, 
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which have six berths for 3,000 dwt-class ships and four berths for 2,000 
dwt-class ships. Construction will be completed on a new operation zone at 
the Laotangshan Port in May so that it can accommodate 10,000 dwt-class 
vessels. [Text] [Beijing XINHUA in English 0818 GMT 17 Mar 87 OW] /9738 


JIANGSU PROVINCE PORT TO OPEN--Beijing, 12 Mar (XINHUA)--China will open 
Zhenjiang Port on China's longest river, the Yangtze, to foreign ships Sunday 
in a bid to expand foreign trade, the Ministry of Communications announced 
here today. A ministry spokesman said Zhenjiang Port is the fourth port 
opened to foreign vessels on the Yangtze River. The other three are Nanjing, 
Nantong and Zhangjiagang. There are 34 berths in the Zhenjiang Port, which 
is located in the central part of east China's Jiangsu Province. [Text] 
[Beijing XINHUA in English 1617 GMT 12 Mar 87 OW] /9738 


NEW INTERNATIONAL AIR ROUTES-~-The Civil Aviation Administration of Beijing 
plans to open, in succession, seven international air routes and to restore an 
international air route this year. The seven new international air routes are 
flight service from Beijing to Fukuoka; to Dalian and Tokyo; to Tokyo, San 
Francisco, and New York; to Moscow, and East Berlin; to Moscow, (saga?), and 
(estremera?); to Shanghai, Vancouver, and Toronto; and to Shanghai, Tokyo, and 
San Francisco. The flight service from Beijing to Guangzhou, Melbourne, and 
Xining will be restored. A Boeing 747 airplane and two Boeing 767 airplanes 
which have been newly added by the Civil Aviation Administration of Beijing 
will be put into service on the international air routes starting in April. 
[Text] [Beijing City Service in Mandarin 1000 CMT 26 Feb 87 SK] /9738 


QINGDAO PORT TRANSFERRED--Qingdao, 1 Mar (XINHUA)--Formerly operating under 
the Ministry of Communications, Qingdao, a leading Chinese port, was trans- 
ferred to the Qingdao City Government today. This was done in line with the 
current policy for central departments to decentralize power, officials here 
said. The port has nine docks and 55 berths and handled 28 million tons of 
cargo last year. It has trade relations with 140 countries, the officials 
said. The port will from now on assume sole responsibility for its profits or 
losses under the local government. This is expected to help the port raise 
economic efficiency. [Text] [Beijing XINHUA in English 1609 GMT 1 Mar 87 

OW) /9738 


BEIHAI BUILDS QUALITY BERTHS--Beijing, 3 Mar (XINHUA)--The high-quality berths 
have been added to South China's Beihai port at only 60 percent of their usual 
building costs, PEOPLES DAILY reports today. The cost reduction is attributed 
mainly to contracting out design and construction of the project to one con- 
tractor and the contractor's careful cost-cutting work, said the paper. The 
combination designer-builder also helped cut through red tape and speed 
construction, said the paper. According to the report, construction of the 
two berths was completed within one and a half years, saving half of the time 
originally expected to finish the project. The two berths can accommodate 
ships of 10,000 dwt. They weathered a typhoon which carried a record-high 
tide last year, the newspaper added. [Text] [Beijing XINHUA in English 0658 
GMT 3 Mar 87 OW] /9738 
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